



The Compact in Suffolk Code of Good Practice: 

Funding and Procurement

Developing a better working relationship between public sector agencies and the voluntary & community organisations in Suffolk

Version 1.2 October 2007
The Compact in Suffolk Code of Good Practice: 

Funding and Procurement

1. INTRODUCTION

This Code of Good Practice supports the main Compact in Suffolk document in setting out the way that the public sector agencies and the voluntary and community sector (VCS) in Suffolk intend to work together by providing more detail regarding the principles and undertakings which relate to the financial relationship between the sectors.  It is recognised as a partnership where all partners are equally important.  They have a mutual appreciation of each other’s roles and objectives as well as mutual acknowledgement of the constraints facing both the public sector agencies and the VCS.  It provides a general framework of good practice to enhance the relationship that exists between the public sector agencies and the VCS in Suffolk.  It is not a legal document but its authority comes from its endorsement by organisations across the sector.  The Code is based on and supported by the Funding and Procurement Code of Good Practice associated with the National Compact, which sets out guidance on relations between the Government and the VCS at a regional and national level. 
2. AIM 

a) improve the funding relationship that exists between the public sector agencies and the VCS in Suffolk.

b) develop and sustain effective procedures that result in sound funding decisions.

c) support well delivered quality services.

d) 
provide fair and equal access to funding and contract opportunities, regardless of race, gender, disability, age, sexual orientation, religion or belief. 

e) encourage diversity to maximise achievement, creativity and good practice and to bring added benefit to services for individuals and communities.

f) have fair, equal and transparent tendering processes, which provide opportunities for all suppliers to compete effectively for business and which do not give preferential treatment to any particular supplier or provider. 

The Code’s long-term aim is for the VCS‘s full role to be properly resourced by recognising overhead costs as well as project costs over the range of funding arrangements.  

3. KEY PRINCIPLES

It is an expectation that partners will:

a) commit to delivering equality and diversity, eliminating unlawful discrimination and respecting human rights.  No group of people will be treated differently than others because of their race, gender, disability, age, sexual orientation, religion or belief in relation to the decision-making process.
b) commit to embracing partnership working and promote equality and diversity between the sectors.

c) use clear language without jargon, straightforward procedures and accessible formats together with meaningful feedback to unsuccessful applicants.

d) ensure clear two way communications between sectors. 

e) provide single points of contact on funding and contracts where possible.

f) create processes that have adequate timescales, are easy to use and appropriate for the size and capacity of the funded organisations.

g) minimise the administration required for all parties.

h) promote ‘Best Value’ for funding invested. 
i) ensure access to information is transparent, fair and clear regarding the aims of individual organisations in both sectors and their capacity to deliver services and support.

j) understand the pressures and constraints on each sector. 

k) promote fairness and respect between sectors.
l) have an appreciation of the role of democratically elected members in setting priorities and representing their communities.

m) respect the independence of the VCS and its lawful right to campaign on behalf of its members and service users irrespective of any funding arrangement that may exist.

n) recognise the need for partners to adhere to the constitution of their organisations.

o) recognise the need for sustainability in developing projects and funding decisions including longer-term sustainability of both projects and organisations.
p) accept full cost recovery and multi-year rolling funding and procurement programmes where appropriate.
q) recognise the challenges posed by the demography and geography of Suffolk. 
r) recognise that public procurement and funding arrangements must be demonstrably fair and transparent and that conflicts of interest must be managed appropriately – as a result, it may not be appropriate for a VCS organisation to both shape requirements and participate in a subsequent tendering exercise.
3.1 FUNDERS will:

a) allocate resources (e.g. grant funding or awarding contracts) to the VCS against clear, transparent and consistent criteria, taking account of priorities and value for money and principles of equality, efficiency, effectiveness, sustainability, accountability and quality.
b) acknowledge and respond to queries from applicants within 10 working days or provide an explanation and timescale, within this period, if a full response will take longer. 

c) recognise that it is legitimate for service providers to include the relevant element of overhead costs using full cost recovery in bids for grants and contracts.

d) inform the VCS about their funding priorities and criteria.
e) recognise that sustainability and longer-term planning is improved with longer-term funding and will use longer term contracts whenever practicable.

f) recognise that VCS organisations aim to operate a reserves policy in line with the Charity Commission requirements and good practice guidelines.

g) recognise the impact of the tendering process for small VCS organisations and consider whether it is appropriate to provide grant funding or to go out to tender. 

h) make payments monthly or quarterly in advance of expenditure where this is possible within the terms of the funding programme.  In terms of procurement, where it achieves better value for money, and where there is an appropriate and necessary need, consider making staged payments.
i) give as much notice as possible in writing, usually a minimum of 6 months, about any changes to the level of funding in contractual arrangements.

3.2. VOLUNTARY AND COMMUNITY ORGANISATIONS will:

a) develop funding strategies and supporting business plans to ensure longer- term sustainability of the organisation and its services.

b) seek to create a mix of funding to avoid over-reliance on one source.

c) cost services to be provided on the basis of full cost recovery and include start-up costs where applicable. 

d) demonstrate that all resource implications have been considered and included in their application. 

e) recognise funding and projects may be time limited and an exit strategy should be put in place. 

f) be clear about the added value that they provide, including attaching a monetary value to input from volunteers. 

g) develop quality standards for service delivery that are appropriate to their organisation and service.

h) provide agreed, measurable outputs as specified in individual agreements to SMART targets, recognising the need for accountability and value for money.

i) have in place policies and procedures that comply with the necessary legal requirements in their work area such as Health and Safety, Data Protection, Safeguarding Children, Safeguarding Adults and Equality and Diversity legislation.

j) have in place effective financial systems for the management, control, accountability, propriety and audit of finances.

k) provide written feedback, as agreed within the terms of the grant or contract, on how the funding has been spent within the required time and in line with the organisation’s confidentiality policy.

l) deliver the services that they are grant funded or contracted to deliver and ensure that funding is used for the purpose for which it was given, but recognising that their added value is also important.

m) notify the Funder as soon as possible where an under spend is anticipated, ideally 3 months before the end of the funding period.

n) recognise that grant funding is discretionary.

o) avoid overdependence on a single funder or contract to minimise risk.
4. FULL COST RECOVERY
All VCS organisations have overhead or fixed costs. It is legitimate for providers to include the relevant element of overheads in their cost estimates for providing a given service under a grant or contract. 

VCS organisations will calculate the true costs of services when submitting bids, and will provide evidence if requested.  In terms of contracts, the relevant overhead should not include campaigning or other non-service delivery costs.
5. CHANGES TO CONTRACTS

Where the public sector agencies in Suffolk have cost efficiency targets included within the allocations received, the VCS will work in partnership with them towards achieving these targets.  This might include additional activity within existing funding or reduced funding.

6. EMERGENCY PLANNING

In the event of an emergency situation arising within Suffolk, the guidelines set out by the Compact in Suffolk for funding and procurement may be overruled.  In such situations, the standing arrangements in place between key voluntary organisations and the public sector take priority, specifically in terms of co-ordinating emergency response to disasters via the Suffolk Joint Emergency Planning Unit.   
7. FINANCIAL REPORTING

Financial monitoring reports, including their frequency, should be appropriate to the scale of funding involved but take account of external funders’ requirements where necessary.  The information required should be stated clearly before funds are agreed and include details of the roles and responsibilities of each party.

8. MONITORING AND EVALUATION

8.1 FUNDERS will:

a) recognise the cost to the VCS of monitoring and evaluating and encourage applicants to include this in the funding bid, in accordance with best practice.
b) agree a joint approach to monitoring and evaluation and ensure that the level of information required is relevant and proportionate to the size and nature of funding provided.

c) take into account best practice in monitoring procedures and work with organisations to reduce duplication of these processes where possible.

d) accept nationally and locally agreed quality standard/quality assurance systems as a benchmark.

e) ensure financial reporting is reasonable and proportionate and compliant with the requirements of the Charities Acts or Companies Acts currently in force, where applicable.
f) review funding principles regularly in relation to any statutory or regulatory requirements.

8.2 VOLUNTARY AND COMMUNITY ORGANISATIONS  will:

a) have in place monitoring and evaluating systems which measure activities against agreed objectives.

b) develop a variety of methods appropriate to the organisation of self evaluation to be completed by people using the services.

c) work to anticipate funding and/or operational problems as early as possible in order to alert funders to jointly explore problem solving options.

d) work to identify unit costs of services where appropriate.

9. TERMINATION
The circumstances in which contracts or grant funding agreements may be terminated before their expiry date should be made clear in the terms of the funding contract.  This should include the processes for ‘claw back’ of funding.   
10. DISPUTES

A fair and proper procedure for the resolution of disputes from either party should be set out in the funding agreement or contract.  This should encourage a resolution through mutual agreement.  If this should fail, provision should be made for the dispute to go to mediation with an independent person. A final resort would be arbitration.  

11. THIS SECTION DEALS WITH GRANT FUNDING
11.1 FUNDERS will:

a) publish funding opportunities as widely as possible in relevant publications, websites and  via networks, 

b) be responsible for ensuring that applicants are provided with relevant and accurate background information by the funder to inform their application including the funders strategic policies and priorities, type of funding available and eligibility and assessment criteria.

c) provide a named contact who will answer queries and provide information on the progress of an application.

d) set a realistic timetable where possible of not less than 3 months giving organisations enough time to complete applications or tender bids.

e) ensure effective arrangements are in place for co-operation within the funders’ internal departments if funding bids overlap departmental responsibilities.

f) provide easy-to-use application forms and the facility to download and complete them electronically if required and provide information in different formats where requested.

g) encourage joint bids to assist access to funding for partnership working to provide value for money, project viability or service user benefit.
h) maximise opportunities to give funding in kind such as premises, equipment, training or advice and expertise.

11.2 VOLUNTARY AND COMMUNITY ORGANISATIONS will:

a) ensure they meet the eligibility criteria for the particular funding process and seek clarification of this from the funder if necessary.

b) cost services to be provided on the basis of full cost recovery, including start up costs where applicable.

c) have secured all necessary permissions (e.g. planning) where possible from the relevant statutory agencies before submitting an application.
d) ask for support in completing the application if required.

e) ensure their bid meets the funders’ strategic priorities or policies.

f) ensure their application is completed in full, includes all requested documents and is presented prior to the deadline.

g) comply with any conditions attached to funding received.
h) acknowledge funders’ support in publicity, information, leaflets and reports, unless anonymity is requested.

12. ASSESSMENT OF FUNDING BIDS

12.1 FUNDERS will endeavour to ensure:

a) that clear assessment and appraisal processes are in place and published in advance. 
b) that an initial scrutiny of the application is made to ensure it is complete and request any missing documents or information prior to assessment of the bid.
c)
that eligibility for funding is based on an agreed set of quality standards, where appropriate.  For larger organisations this could include for example Investors in People (IIP), Practical Quality Assurance System for Small Organisations (PQASSO) or standards set down by a national or local umbrella organisation.
d) that recognition is given of the rural nature of Suffolk and the subsequent potential for impact on the unit cost of reaching certain deprived groups. 
e) that recognition of the consequences of withdrawal or reduction of funding is given and that funders work together with the VCS organisation to explore options including an exit strategy where necessary.
13. NOTIFICATION OF FUNDING DECISIONS

FUNDERS will undertake to:

a) inform applicants in writing within two weeks of any change to the published timetable.

b) inform those in receipt of funding at least 6 months before the end of the current term whether funding will continue and of any changes.

c) inform successful applicants of the amount, period and purpose of  funding, standard terms and conditions, jointly agreed performance standards and targets, and jointly agreed monitoring, evaluation and payment methods.

d) publish a list of successful applicants.

e) advise unsuccessful applicants of the reasons for rejection and provide feedback on request.

f) give 6 months notice where funding is to be withdrawn. This notice period may be different in the light of poor performance against, or in breach of, the terms of the contract or funding agreement.
g) where the level of funding (received from Government) is cut, or falls below the local inflation level, discussions regarding its impact will take place in partnership with all parties and actions agreed in a timely way (3 months in advance of the new financial year).
14. FINANCIAL ARRANGEMENTS

14.1 FUNDERS will:

a) provide clear information on payment arrangements, recognising their responsibility to ensure that a signed Agreement is in place at the start of the funding period to ensure that payment can be made.

b) pay in advance where this is possible within the terms of the funding programme. 

c) make prompt and regular payments as detailed in the Agreement.

d) have a clear and easily understood procedure on management of under or overspends.

e) have a procedure for the process of intervention to be adopted if a funded organisation is in financial or other difficulty.

14.2 VOLUNTARY AND COMMUNITY ORGANISATIONS will:

a) have in place effective and proportionate financial systems for management, control, accountability, propriety and audit of finances.

b) have a robust monitoring and evaluation system in place.

c) develop and implement plans for what will happen when funding ends in conjunction with the funder.

d) notify the funder as soon as possible of any anticipated underspend, preferably not later than 3 months in advance.

e) aim to operate a reserves policy in line with the Charity Commission requirements and good practice guidelines.
15. THIS SECTION DEALS WITH PROCUREMENT AND TENDERING
15.1 FUNDERS will:

a) provide as much notice as possible of forthcoming contract opportunities.

b) consider if there is scope to divide a contract into lots, where it offers ‘Best Value’ for Money, in order to encourage smaller VCS organisations to bid.

c) advertise contract opportunities on their organisation’s website, the Official Journal of the European Union (ted.europa.eu) or the national public sector contracts portal www.supply2.gov.uk, as appropriate. 
d) provide a named contact who will answer queries and provide information on the progress of the tender. 

e) encourage their key suppliers to publicise opportunities for subcontracting

f) provide a realistic timetable showing the timescales involved in each stage of the procurement process.

g) consider the optimum length of a contract and whether longer term contracts, such as a minimum of 3 years, would best achieve the desired outputs.
h) be open to subcontracting and consortia approaches where appropriate.

i) ensure that information required at the Pre-Qualification stage is proportionate to the size and complexity of the contract and does not unnecessarily exclude new or small VCS organisations.

j) make tender documentation concise and jargon-free.
k) allow VCS organisations the freedom to determine their own price in the same way as private sector companies.  

l) explain the procurement process and timetable and what will be required from VCS organisations early in the process.  Explain the tender evaluation process no later than when invitations to tender are issued, including the criteria that will be used for evaluation and where appropriate the weighting or relative importance of the criteria.

m) pay promptly and in accordance with arrangements stipulated in the contract.

n) avoid using overly complex and demanding contract conditions which may discourage new or small VCS organisations from bidding for contracts. 

o) inform bidders that they are entitled to feedback and provide feedback to unsuccessful bidders if requested.

p) make arrangements for contract management clear in the tender documentation, so that VCS organisations can allow for resources and costs in their tender price.

q) have a simple and pre-agreed change control process and allow realistic timescales for the implementation of changes to the contract.

r) support well delivered quality services which are consistent with the UK government’s duty to achieve Value for Money and the principles of UK and EU procurement law. 

s) encourage a diverse and mixed supply base to maximise achievement, creativity and good practice and to bring added benefit to services for individuals and communities.

t) award contracts in accordance with the principles of the EU Treaty of Rome and EC and UK procurement policy and legislation.
u) aim to advertise a forward plan of upcoming contracts.

v) ensure that services and publicity are branded in accordance with contractual requirements.
15.2 VOLUNTARY AND COMMUNITY ORGANISATIONS will:

a) ensure they meet the minimum standards required to deliver a contract, if necessary seeking clarification from the statutory organisation. 

b) ensure they are aware of where to look for contract opportunities (eg organisation’s websites, ted.europa/eu, www.supply2.gov.uk). 

c) have internet and email access (or use of an agent who has) in order to take advantage of contract opportunities advertised online and electronic tendering processes.

d) be aware that by delivering public services on behalf of a statutory sector organisation, voluntary sector organisations have to comply with the legal duties placed on public authorities and their contractors, such as equality legislation.

e) cost services to be provided on the basis of full cost recovery where appropriate, including start-up costs where applicable, and be aware of the implications of deciding their own price.

f) if submitted bids are particularly high or low, organisations should be open to enquiries from contracting authorities to clarify prices.  Evidence may be required as to what the various elements relate to, how costs have been calculated and whether sufficient allowance has been made in tender prices to fulfil all aspects of the requirement.

g) have secured all necessary permissions (e.g. planning) where possible from the relevant statutory agencies before  submitting a tender.

h) ask for clarification from the named contact in completing the application if required.

i) ensure their tenders include all requested documents and are submitted prior to the deadline.

j) seek professional advice to ensure that they are aware of the implications of entering into a contract.

k) ensure that entering into a contractual agreement to deliver a particular service is not in conflict with their organisation’s aims and charitable constitution.

16.  INFLATION COSTS

a) The public sector agencies recognise that providers from all sectors incur inflationary 
costs in provision of services and will seek to pass on any inflation increases it receives through allocation to VCS organisations.  Inflation funding principles will be included in contract agreements.

b)
Inflation increases may vary between different services. It is unlikely that inflation rates awarded to the VCS (excluding grants) will differ from those awarded to the public or private sectors.  If they do, the reason for such variation will be made explicit and stated publicly.

17. GLOSSARY

Best Value   The policy for delivering services of excellence within available resources which respond to both local and national priorities.  ‘A Best Value authority must make arrangements to secure continuous improvement in the way in which its functions are exercised, having regard to a combination of economy, efficiency and effectiveness’ (LGA 1999, section 3[1]).
Claw Back  If a recipient fails to deliver, or does not adhere to, the terms of the contract, funders can recover part or all of their funding, plus a penalty or interest payment.
Community Groups   Membership based, member-led groups usually focussed on a neighbourhood, village or community interest which tend to be informal in structure, based on mutual support and having limited income.

Consultation   The process of seeking and listening to views in order to assess

opinions on a particular issue.

Contract  The document awarded on the completion of the tendering process recording the agreement between the parties. It specifies the service to be delivered and the arrangements for delivery and payment, together with arrangements for monitoring and ending the contract. This is a legally binding document.

Contract Regulations  These are the rules that statutory organisations have to follow when contracting for goods, services and works.

Diversity  Refers to the variety and difference within VCS groups and the local community and plurality of service provision.

Evaluation  The assessment of the value of the service that is provided.  It helps organisations to see whether they are achieving what they want to achieve or if they need to do anything in a different way. 

Equality & Diversity Legislation   Guidance from the Equality and Human Rights Commission has been used in the development of the Compact in Suffolk:  http://www.equalityhumanrights.com/en/Pages/default.aspx
Full cost recovery  All organisations, including the VCS, have indirect and direct costs associated with the delivery of goods and services.  In order to operate effectively VCS organisations must be able to take into account all their costs including indirect and support costs.  Full cost recovery will therefore include appropriate overhead costs for activities or services provided.  These costs may include:

· premises – rent, mortgage, heat, light, management, insurance

· equipment - telephone, fax, photocopying, IT 

· staff costs

· finance management

· research and development

· support of membership structure/volunteers/trustees

· project management

· monitoring and evaluation, quality assurance

· travel and subsistence

· training and supervision

· human resources

· fund-raising.
Funding  A general term used to describe money for a project, person, business etc. or the way in which that money is provided e.g. via a grant.

Fund in kind    Non-financial support to organisations provided without cost (e.g. staff time, donated goods, use of facilities and services).

Grant   A grant is a financial transfer used to fund activity that is in broad alignment with the funder’s objectives.
Local Area Agreement   This sets out the priorities for a local area agreed between central government, the local authority and the local strategic partnership(s), with the aim of simplifying funding, joining up public services and allowing greater flexibility for local solutions to local circumstances.

Local Strategic Partnership  An overall partnership of people that brings together organisations from the public, private, community and voluntary sectors within a local authority area, with the objective of improving people’s quality of life.

Monitoring   The collection and recording of information against performance indicators on the activities of an organisation.  It provides information on what the organisation is doing.

Participation   A process in which individuals, groups and organisations can be actively involved with others in a variety of activities or processes.

Partnership   Two or more organisations working together to achieve a shared goal.  There is a clear understanding of what each organisation is contributing whilst taking into account their differences.   There is equal respect for all partners and its success depends on the sharing of decision-making and information.

Plurality  A range of different service provision to create and offer the most responsive, appropriate and accessible choice.

Procurement  The acquisition of goods or services from third party suppliers under legally binding contractual terms where all the conditions needed to form a contract have been met.  Procurement is the process that public bodies use to obtain goods and services necessary for the delivery of the services it provides to the public.  This may involve a competitive bidding process which any organisation has the right to bid for on equal terms.

Service Level Agreement  This is a written contract under which a service is provided and funded. This term is now more often used as the conditions attached to grant funding, or as an agreement between entities within the same organisation.   
SMART   Specific:  Measurable:  Achievable: Realistic:  Time-specific

Public Sector agencies  Central and local government agencies established by statute or law.

Tender    A competitive procedure by which a bid is made to provide goods, services and works at a certain price, volume and standard.

Value For Money (VFM) The optimum combination of whole life costs and quality to meet the user requirement.  VFM is an overarching principle of the UK Government’s Procurement Policy and all public procurement decisions should be made on the basis of VFM.

Voluntary and Community Sector  The wide range of voluntary organisations and community groups which make up the ‘third sector’ (not part of the public or private sector), including charities, voluntary, non-government and campaigning organisations. Also known as the voluntary sector, the third sector, the social sector or social economy. 
Voluntary organisation  An organisation which is non-profit distributing, non-statutory, autonomous and often of charitable status.
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