LEICESTERSHIRE COUNTY COMPACT

FUNDING, COMMISSIONING AND PROCUREMENT
CODE OF GOOD PRACTICE
"The Leicestershire Compact Joint Implementation Group, which has prepared this Code of Good Practice, recommends that the organisations signed up to the Leicestershire Compact adopt it to inform their work on Funding and Procurement".

FOREWORD
The Leicestershire Compact is a written agreement, providing a framework for the way in which Leicestershire’s voluntary and community organisations work together with Leicestershire Together Partners. 

It aims to promote good working relationships to provide efficient and effective services and involve the Voluntary and Community Sector in both policy development and the delivery of services.
The Leicestershire Compact Joint Implementation Group is responsible for developing the Compact to achieve the following outcomes between the Voluntary and Community Sector and Public Sector partners:

· Increased understanding

· Better communication

· Better consultation processes

· Increased joint planning and policy initiatives

· Review of funding arrangements and procedures

· Efficient information flow

· Better service delivery

To contribute to the achievement of these outcomes the Compact will be supported by five Codes of Good Practice, covering:

· Funding
· Consultation and policy appraisal

· Volunteering

· Black and minority ethnic voluntary and community organisations
· Community groups
Leicestershire Compact Funding and Procurement

Code of Good Practice
The Good Practice Codes will provide the mechanics of how we intend to work together.  The Funding and Procurement Code of Good Practice outlines Voluntary and Community and Public Sector undertakings with regards to their financial relationships.

The code sets out key principles in relation to all types of financial relationships such as grants, agreements and contracts.  It is written to ensure that it is a broad, general outline of commitments that all Voluntary and Community Sector (VCS) and Public Sector partners can sign up to.  It does not define the detail of commissioning and procurement arrangements as this will vary across Public Sector organisations.  The aim is for all partners to work within the broad principles in the code, and to ensure that their detailed processes and procedures are compliant with these principles.
The last section lists public sector organisations that have signed up to the Compact with details of where information about their particular grant funding/procurement policies can be found.  At present, the list is limited to Leicestershire County Council.  More public sector partners will be added to this list as the Leicestershire County Compact develops, and as Public Sector partners develop their policies and procedures in relation to working with the VCS.  As practices may vary between organisations, this section, when complete, will be a signposting section where VCS organisations can find information specific to the Public Sector organisation they may be working with.
THE LEICESTERSHIRE COMPACT

FUNDING AND PROCUREMENT

CODE OF GOOD PRACTICE

1 INTRODUCTION

The Leicestershire Compact is a written agreement that provides a framework for the way in which Voluntary, Community, Third Sector and Public Sector organisations work together.  It will promote effective working relationships which provide efficient services and involve the Voluntary, Community and Third Sector in policy development and the delivery of services.  The Funding and Procurement code is one of five codes that underpin the Compact.  
The Compact is a voluntary commitment by Public Sector and VCS organisations to work together to mutually agreed standards.  It is not legally binding.  However, all organisations that sign up to the Compact are committed to making it work in practice.

The Sustainable Community Strategy (SCS) sets out the vision for Leicestershire.  The Voluntary and Community Sector and Public Sector organisations work together to help deliver this vision and better outcomes for the people of Leicestershire.  This will support the Local Area Agreement (LAA) to which Leicestershire Together and central government are signatories.

2 VISION

The Funding and Procurement Code of Good Practice aims to promote strong and effective partnerships between the Leicestershire Together partners and the Voluntary and Community Sector.  It acknowledges the importance of statutory funding and the added value which Voluntary and Community Sector funding can deliver.  The code recognises the continued development of a vibrant and diverse Voluntary and Community Sector, which is responsive to the needs of all our communities.

It sets out the financial relationship between Public Sector organisations and the Voluntary, Community and Third Sector organisations in Leicestershire.  The Code will help to develop and sustain effective procedures that result in sound funding and financial decisions that support well-delivered quality services.

3 COMMISSIONING
For the purposes of this document, commissioning is defined as:

“The cycle of assessing the needs of people in an area, designing and then securing appropriate service.”

Partnership in Public Services

(Cabinet Office, 2006, page 4)
The commissioning role is one in which Public Sector organisations seek to secure the best outcomes for their local community by making use of all available resources - without regard for whether services are provided in-house, externally or through various forms of partnership.

There are a number of descriptions of the commissioning cycle used by Public Sector organisations.  All of these contain four key stages of commissioning outlined in the draft statutory guidance
. The four key stages are:
Analyse - gather and analyse intelligence on need, supply and resources.

Plan - establish priorities and service options.

Do - engage capacity to deliver and secure services.

Review - monitor, review, improve and decommission.

The commissioning cycle also highlights the importance of involving key stakeholders, including service users, carers and service providers with a focus on improving outcomes.

Public Sector organisations are increasingly driven by efficiency targets set by central government, making them more inclined towards procuring services, including those provided by the Voluntary, Community, and Third Sector.
Public Sector organisations’ Contract Procedure Rules allow for exceptions based on a reasonable rationale, taking account of factors such as the maturity of the provider market.  Public Sector organisations will work with the Voluntary, Community and Third Sector to build their capacity to tender for service contracts.

In Leicestershire, Public Sector organisations are working jointly to commission services to be delivered to the people of Leicestershire. Services are to be commissioned through a variety of arrangements.
A long term aim for the Code is for the Voluntary, Community and Third Sectors’ full role to be adequately resourced by recognising overhead costs, as well as project costs, across the variety of funding arrangements, primarily including procurement with the aim of supporting the VCS to deliver quality services.

The same principles apply to both grants and contracts, but it is important to be aware that grant funding and public procurement operate under different detailed rules, and the appropriate procedures should be understood and applied in each case.

Once a Voluntary Sector Organisation enters a procurement process, the Public Sector organisation’s Contract Procedure Rules will apply, take precedence over the Compact.

4 WHO DOES THIS CODE APPLY TO?

The Funding and Procurement Code of Good practice will apply to organisations in the Public and Voluntary and Community Sector who are signed up to the Leicestershire Compact and have a financial relationship whether it be funded by a grant or contract.
5 KEY PRINCIPLES

The following principles should apply at all stages of the financial relationship.

· Focus on outcomes - the achievement of outcomes should be used as a key indicator or the success of funding.

· Simplicity and proportionality - processes should be as simple as possible and in proportion to the amount of money involved.
· Consistency and co-ordination - funders should endeavour to join-up or standardise parts of the funding or procurement chain to minimise burdens on organisations and ensure a focus on delivery.
· Timeliness - allowing time for planning, decision making and action so they have real effect.
· Transparency and accountability - allowing informed decisions about spending priorities to be made and for both public sector agencies and the VCS to learn from previous work, recognising the need to demonstrate value for money/best value.
· Discussion and Dialogue - this helps build trust and can identify and overcome problems before they impact on the delivery of outcomes.
· Empathy - understanding each other’s needs and requirements should help avoid problems and help achieve outcomes.
Getting the type of funding right is crucial for Public Sector organisations and applicants as this impacts on their funding and financial relationship.  A checklist is currently being developed to ensure that the most appropriate type of funding is used.

6 JOINT COMMITMENTS FOR AN EFFECTIVE FUNDING RELATIONSHIP
Both VCS and Public Sector organisations will:
6.1 identify arrangements needed for Voluntary, Community and Third Sector involvement in new programmes from the outset, including time needed for preparatory work and partnership building;*
6.2 be responsible for planning ahead and, where appropriate developing strategies to support their future activities;*
6.3 work together to develop a common understanding of the commissioning process;
6.4 recognise the need to be accountable for the use of public funds and evidence value for money;
6.5 engage in ongoing dialogue and discussion with the aim of improving outcomes for individuals and communities;*
6.6 recognise and respect each others strengths and constraints;
6.7 ensure structures do not stifle innovation and enterprise.
· Caveat – Provided that nothing is done to give a supplier an advantage in later competition which is not also open to others

7 SERVICE DESIGN AND COMMISSIONING

Public Sector organisations undertake to:
7.1 recognise the role of the VCS in providing specialist knowledge in understanding the needs of individuals and communities;
7.2 engage with potential providers well in advance of commissioning new services and work with them to set priority outcomes for that service;
7.3 ensure that the type of funding is based on the type of service and what is appropriate;
7.4 recognise that longer term funding improves sustainability and longer term planning is generally preferable to annually renewable funding
7.5 comply with the procuring organisation’s Contract Procedure Rules;
7.6 focus on outcomes to encourage innovation;
7.7 recognise the added value (community involvement and match/added money) that VCS can bring;
7.8 Understand and take account of the impact of funding decisions on local supply and service provision.
Voluntary and Community Sector organisations undertake to:
7.9 contribute positively to sharing information about service needs within the community;
7.10 engage with funders to actively shape the design and delivery of the service;
7.11 recognise that services are commissioned to deliver specific outcomes;
7.12 strive to show where it can realistically deliver value for money;
7.13 develop funding strategies and supporting business plans to ensure the longer-term sustainability of the organisation and its services, where applicable;
7.14 recognise that grant funding is discretionary and that it may not always be the most cost-effective funding type;
7.15 actively seek additional money and community involvement;

7.16 highlight risks to service delivery so that commissioners can address this;
7.17 recognise that the service needs and priorities of the authority are likely to change over time.
8 APPLICATION AND TENDER PROCESS

In making arrangements for inviting grant applications or tender bids, 

Public Sector organisations will:
8.1 ensure that opportunities to apply for grant funding and contract bids are widely publicised and that guidance and support is available throughout the whole process;
8.2 ensure that clear information is provided on criteria, guidelines, funding and procurement processes to enable application procedures to be as clear and accessible as possible, e.g. in plain English and in a variety of formats;
8.3 ensure that there is a mutually realistic timetable for completion of all funding bids;
8.4 work towards establishing joint procedures where a number of funding / procuring organisations have an interest in supporting an organisation, in order to streamline procedures and reduce duplication;
8.5 provide timely and constructive feedback to organisations if the bid has been unsuccessful or, indeed successful.
8.6 recognise the culturally diverse and rural nature of Leicestershire and the impact on unit cost of reaching some groups; (see Code of Practice on Black and Minority Ethnic VCS)
8.7 Identify ways that will make it easier for these groups to engage better in funding opportunities.
In applying for grants or bidding for contracts:

Voluntary, Community and Third sector organisations will:
8.8 ensure that their organisation meets the eligibility criteria of the particular funding process and talk to the Public Sector organisations to seek clarity where appropriate;
8.9 understand and comply with the conditions attached to agreed funding;
8.10 have clear lines of accountability, especially when submitting joint bids;
8.11 ensure that the costings for services to be provided are realistic, including start up costs where applicable.
9 FINANCIAL ARRANGEMENTS

Public Sector organisations will undertake to:
9.1 recognise that the full cost of delivery of a project includes direct costs and a share of the organisation’s core costs;
9.2 provide clear information on arrangements for payment;
9.3 make prompt and regular payments at the intervals determined by any arrangement;
9.4 recognise the need for Voluntary, Community and Third Sector organisations to hold reserves at an agreed appropriate level that address the liabilities of that organisation.
Voluntary, Community and Third Sector Organisations will undertake to:
9.5 have in place effective and proportionate financial systems for the management, control, accountability, propriety and audit of finances;
9.6 acknowledge the Public Sector organisation’s support in promotional material and publications unless inappropriate;
9.7 Appropriately manage risks and liabilities associated with the end of a funding agreement;
9.8 take all reasonable steps to safeguard all funds.
10 MONITORING AND EVALUATION

Both VCS and Public Sector organisations will:

10.1 agree on monitoring requirements and acknowledge that as policy changes, this may also change.
Public Sector organisations will undertake to:
10.2 where possible, co-ordinate monitoring so the burden on VCS is reduced, particularly if funded by one or more Public Sector organisations;
10.3 ensure that the level of reporting information required will be relevant and proportionate to the size and nature of funding provided.
Voluntary, Community and Third Sector Organisations will undertake to:
10.4 have in place systems for monitoring and evaluating activities against agreed objectives;
10.5 be familiar with the Full Cost Recovery method or at least know where to seek help (See Useful Information, p11).
11 TAKING THE CODE FORWARD

It is intended that all parties will work towards a common approach to developing service agreements and monitoring and evaluation procedures in line with this Code of Good Practice.  The Compact Commissioning Guide provides guidance on the implementation of this code. (See Useful Information p11).
12 USEFUL INFORMATION

· Leicestershire COMPACT

http://www.thecompact.org.uk/shared_asp_files/GFSR.asp?NodeID=101221
· Extensive communication toolkits and case studies, available at www.idea-knowledge.gov.uk
· Report of the Third Sector Commissioning Task Force http://www.dh.gov.uk/prod_consum_dh/groups/dh_digitalassets/@dh/@en/documents/digitalasset/dh_4137177.pdf
· Commission for the Compact, an independent organisation for the Compact, overseeing the relationship between government and the voluntary and community sector.  www.thecompact.org.uk/
· Freedom of Information Act: http://www.hmso.gov.uk/acts/acts2000/20000036.htm….
· Leicestershire Code of Good Practice on Consultation & Policy Appraisal

http://www.ccp.org.uk/uploads/clickheretodownloadthecode.doc
· Leicestershire Code of Good Practice on Volunteering

http://www.ccp.org.uk/uploads/clickheretodownloadthecode1.doc
· Leicestershire Code of Good Practice on Black & Minority Ethnic Voluntary & Community Organisations (Currently undergoing re-drafting)
· Leicestershire County Council’s Contract Procedure Rules, available at http://www.leics.gov.uk/index/your_council/local_democracy/constitution/4g_contract_procedure_rules.htm
· Compact Voice represents the VCS in taking the Compact forward in England.  They support the Local Compact Voice in helping to make more effective use of local Compacts with local public bodies http://www.compactvoice.org.uk/ 
· CVS Community Partnership

http://www.ccp.org.uk

· Financial relationships with Third Sector Organisations

http://www.nao.org.uk/better%5Ffunding/
· Partnership in Public Services, Cabinet Office
http://www.cabinetoffice.gov.uk/third_sector/public_services/public_service_delivery.aspx
· Full Cost Recovery Toolkit: http://www.biglotteryfund.org.uk/full_cost_recovery?fromsearch=-uk
· Finance Hub – Making sense of finance and funding in the Third Sector
http://www.financehub.org.uk
13 GLOSSARY
· Capacity building - Developing the internal structures of an organisation in order that they may deliver a service.
· Commissioning - Defined as “The cycle of assessing the needs of people in an area, designing and then securing appropriate service.”
· Community Group - A group whose management function and delivery of services is undertaken by volunteers.  These are generally non-incorporated bodies and may not actually deliver services under a service agreement or contract.

· Contract - the document awarded at completion of a competitive procurement process recording the agreement between the parties.

· Contract Regulations - These are the rules that statutory (Public Sector) agencies have to follow when contracting for goods, services or works.

· Core costs - Meeting the cost of key personnel and essential organisation’s cost.

· Evaluation - Assessment of an agreed activity 

· Full cost recovery - All organisations, including those in the voluntary and community sector, have indirect overhead as well as direct costs associated with the delivery of goods and services.  To operate efficiently and effectively, voluntary and community organisations must be able to understand all their costs including indirect and support costs.  Full cost recovery would mean that voluntary and community organisations would include appropriate overhead costs when costing activities or services.
· Grant funding - Grants will normally be provided for one-off items such as equipment, building work or training events, but also for revenue funding of less than £10,000 a year.  Grants can also be unrestricted for the general fulfilment of the organisation’s charitable purpose as defined in its constitution.  There may be application criteria and monitoring required.
· Infrastructure Organisation - An umbrella voluntary organisation that plays a supporting, co-ordinating or developing role within the sector to voluntary and community groups.

· Leicestershire Together - The Local Strategic Partnership for Leicestershire.  http://www.leicestershiretogether.org.uk/
· Local Area Agreement - A three-year agreement between a local area and central government.  The LAA describes how local priorities will be met by delivering local solutions. It also contributes to national priorities set out by the Government.  

The LAA is negotiated between the local strategic partnership (LSP) and the regional Government Office (GO).  The LSP consists of all the key players in a local area who deliver services.  The local authority is the lead partner in the LSP.  The local authority negotiates the LAA on behalf of its LSP and is the only body accountable to government. Other key players in a LSP include the police and the primary care trust.
The LAA allows services to be delivered in a more joined-up way by bringing together partners from the public, private and voluntary sectors.  The LAA pools the streams of funding each partner contribute into a single pot. This avoids duplicating effort and wasting money.
· Monitoring - Checking against set targets 

· Partnership - Two or more agencies coming together and working towards a common goal with shared responsibilities.
· Procurement - Defined as “the process of acquiring goods, works and services, covering both the acquisition from third parties and from in-house providers.  The process spans the whole life cycle from identification of needs, through to the end of a services contract or the end of the useful life of an asset.  It involves options appraisal and the critical ‘make or buy’ decision which may result in the provision of services in-house in appropriate circumstances”.
· Public funds - Monies which are granted from any public fund.
· Service Agreement - Written contract under which a service is provided and funded, usually for a minimum of three years period.

· Statutory sector - Public bodies.
· Sustainable Community Strategy - The agenda for the LAA is set out in the sustainable community strategy (SCS).  The SCS is a long-term vision for an area and its people.  It aims to create a sustainable community by addressing economic, social and environmental needs.

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

· Third Sector Organisations - ‘Third sector’ describes the range of organisations, which occupy the space between the State and the private sector.  These include small local community and voluntary groups, registered charities both large and small, foundations, trusts and the growing number of social enterprises and co-operatives.
· Voluntary Organisation - An organisation whose management function is voluntary, but which is likely to deliver services through paid staff and volunteers and has a formal legal status.
14 Public Sector organisations signed up to the Compact

Below is a list of Public Sector organisations signed up to the Compact with links to the information they provide specific to grant funding/procurement policies and procedures where relevant.

Leicestershire County Council - http://www.leics.gov.uk/index/your_council/business_with_council.htm
Contact: Corporate Procurement Unit
Tel: 0116 305 5837 or 0116 305 8297
Email: procurement@leics.gov.uk
� Draft Statutory Guidance - ‘Creating Strong, Safe and Prosperous Communities’
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