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1. Governance

The Board is collectively responsible for the overall direction of Greengate and its strategic management. This involves determining the guiding principles within which Greengate operates and then making decisions about how to spend Greengate’s budget. Effective governance stems from corporate decision-making based on comprehensive and accurate information about Greengate. Effective governance also results in clear public accountability for Greengate’s performance.

The Board has a strategic role and has responsibility for setting operational and financial responsibilities and for ensuring that the budget is managed effectively. It is also responsible for ensuring Greengate meets all its statutory obligations and, through the Chief Officer, complies with Greengate’s own financial regulations and standing orders.

Limits of delegated authority

The Board shall establish financial limits of delegated authority to make purchases and payments, in accordance with budgeted expenditure, to Greengate’s Chief Officer and other officers which will be periodically reviewed. 
Financial information for the Board
The Board shall agree with the Chief Officer and Treasurer the minimum level of detail and general format of the financial information to be provided to it, especially in relation to budget monitoring reports. Any budget monitoring reports must provide a clear projection of Greengate’s year end expenditure and income.

Minutes

Minutes should be taken of all meetings of the Board and include all decisions and by whom action is to be taken. The minutes should be signed and dated as a true record of the meeting by the Chair of the Board.

Training

All Board members shall receive initial and regular refresher training on their responsibilities and the content of these financial regulations and standing orders.

Conflicts of interest

Board members shall advise the Chair of the Board of any conflict of interest and take no part in the discussion and decision-making process.

2. Financial Planning

Financial planning is an essential part of the good financial management. It provides the Board with a clear view of how it intends to use its resources.

Financial planning timetable

A formal timetable shall be drawn up for constructing Greengate’s budget to ensure that the Board has time to consider all relevant factors.

Balanced budget based on income and expenditure

Greengate’s budget should be based on realistic estimates of all expected income so that planned expenditure does not exceed resources.

The available resources constitutes Greengate’s budget for the year adjusted for any surplus/deficit from the previous year, income receivable, provisions for pay or price increases and other contingencies. 

Periodic review of main budget headings

The Board will ensure that the main elements of Greengate’s budget are periodically reviewed to ensure that historic spending patterns are not unhelpfully perpetuated. This involves building up a budget from a zero base rather than simply carrying forward the budget from one year to another

Profiled budget

The Chief Officer and Treasurer shall profile the budget and forecast cash flow to take account of likely spending patterns.

Approval of budget

The Board shall approve Greengate’s draft budget after careful consideration as soon as possible after relevant figures become available and in any case before the beginning of the relevant financial year. 

3. Budget monitoring

Budget monitoring of income and expenditure against the agreed budget is central to effective financial management. It allows the Board, Chief Officer and staff to maintain financial control by reviewing the current position and taking any remedial action necessary, including periodic review and revision of budgets. 
The Chief Officer will produce monthly budget monitoring for income and expenditure, including sums committed but not yet paid and outturn forecasts against the approved budget. These reports should be reconciled with Greengate’s accounting records and signed by the Chief Officer as evidence that the budget monitoring report has been reviewed.

Regular monitoring reports to the Board
The Chief Officer must provide budget monitoring reports to Board meetings. These must show any significant variances against the budget with explanatory note and, where necessary, remedial action including virements.

Significant variances should be expressed in percentage terms and monetary variance.

Budget monitoring needs to be reinforced with plans of action to tackle any significant budget variance as early as possible. The plan should specify how any overspend is to be addressed, within what time frame and who is to be responsible.

Cash flow forecasting

The Chief Officer shall produce a cash flow forecast to ensure that Greengate does not experience a shortage of cash to carry out its functions.

Virements

A virement is a variation in planned budget between different budget heads.

The Board shall set a limit upon the amount of virement that can be agreed by the Chief Officer and that which must be agreed by the Board.

A written record of the agreed virement limits must be kept.

Where any expenditure heading is likely to be exceeded, or income unlikely to be achieved, by the end of the financial year, the appropriate course of action will be:

· Where the amount is up to and including these limits, the Chief Officer may approve financing of this excess expenditure, or income shortfall, by virement of an equivalent sum from another budget heading  
· Where the amount is over the delegated limit, the virement must be agreed by the Board.

4. Purchasing

It is vital that Greengate achieves the best value for money possible from all purchases, whether for goods or services. In this context, value for money is about getting the right quality at the best available price. This often means looking further ahead than the immediate purchase, especially when ordering repairs and improvements, and taking into account associated costs such supplies and maintenance.

Comprehensive guidance on contracts and tendering is provided in Annex 1: Contracts and Tendering

Seek value for money when purchasing

Greengate should always consider price, quality and fitness for purpose when purchasing goods or services.

Approved suppliers and contractors

Greengate maintains published registers of approved suppliers and contractors. These are approved by the Board, taking account of suppliers’ financial viability technical competence, policies including equality and diversity and employment and other relevant criteria in accordance with Greengate’s published policies. Goods and services valued in excess of £1000 may be made only from approved suppliers. Suppliers may apply at any time for inclusion. The Board may give delegated power to committees or officers to add suppliers to registers in accordance with policies and procedures approved by the Board. A supplier recommended by the landlord will normally be admitted to registers.
Expenditure limits – Board’s authorisation

Prior approval from the Board shall be obtained for all expenditure above the delegated authority given to the Chief Officer (see part 1 above).

Expenditure limits – quotations (Annex 1)

No specific numbers of verbal quotations are required for expenditure up to £1000 although verbal quotations must be documented in writing as evidence that the procedures have been followed. An official order must be completed.

Three or more written quotations should be obtained for all expenditure between £1001 and £10000 unless it is impracticable to do so. An official order must be completed.

Four or more written quotations should be obtained for all expenditure between £10001 and £25000 unless it is impracticable to do so. An official order must be completed

In circumstances where it has been impracticable to obtain the required number of quotations, the reasons for so doing must be reported to the Board.

Reporting where the quotation is not the lowest

Where a quotation other than the lowest is not accepted, the reasons for this decision must be reported to the Board and included in the minutes of the relevant meeting. It will be necessary for Greengate to demonstrate that best value has been achieved.

Expenditure limits tendering (Annex 1)

All purchase estimated to exceed £25001 should be put out to tender.

Contract specification defines service

Contract specifications should define the service to be provided in terms of its nature, quality standards, information and monitoring requirements and contract review procedures.

A tightly drawn up specification is the best way for Greengate to ensure that it receives the service it was expecting. It is the basis on which Greengate can seek redress for service quality or quantity if it falls below the level specified and therefore provides a framework against which the success of the contract can be measured.

A contract specification shall, wherever necessary, contain the following elements:

· Contract duration

· Definitions

· Contract objectives

· Services to be provided

· Service quantity

· Service quality standards

· Contract value (where appropriate) and payment arrangements

· Information and monitoring requirements

· Procedure for dealing with disputes

· Review and evaluation requirements

Official, numbered orders shall be used for all goods and services except utilities, rents, rates and petty cash payments. Where urgency requires a verbal order, this shall be confirmed by a written order.

All orders shall be stored in a secure location to prevent unauthorised access.

Orders shall only be used for goods and services provided to Greengate. Individuals must not use orders to obtain goods and services for private use.

All orders signed by authorised signatory

All orders must be signed by a member of staff approved by the Board and Greengate shall maintain a list of such staff.

Responsibilities of signatory

The signatory of the order shall be satisfied that the goods and services ordered are appropriate and needed, that there is adequate budgetary provision and that quotations or tenders have been obtained when necessary.

Orders entered as commitments on budget

When an order is placed, the estimated cost shall be committed against the appropriate budget allocation so that it features in subsequent budget monitoring.

Receipt of goods and services

Greengate shall check goods and services on receipt to ensure that they match the order and the order shall be marked accordingly. 
Payment on proper invoices only

Payments shall be made within the time limits specified by law for the payment of debts and only when a proper invoice has been received, checked, coded and certified for payment.

These checks shall confirm:

· Receipt of goods or services, cross referenced to the order number

· Expenditure has been properly incurred and that payment has not already been made

· Prices accord with quotations, tender, contracts or catalogue prices and arithmetic is correct

· Correct accounting treatment of VAT

· The invoice is correctly coded

· Discounts are taken where available

Greengate shall not make any payment on the basis of a photocopied invoice or statement.

Approved persons should certify invoices for payment

A person approved by the Board shall certify invoices for payment. This shall be neither the person who signed the order nor the person who checked the receipt of goods or services.

Paid invoices marked ‘Paid’ and stored securely

All paid invoices shall be easily identifiable as paid and dated. They shall be securely stored in order for easy accessibility.

5. Financial control

Greengate has a number of systems for processing and recording financial transactions. By building internal financial controls into systems, the Board and staff should be confident that transactions will be properly processed and that any errors or fraud will be detected quickly.

Written descriptions of financial systems

Greengate Treasurer with recourse to the Board shall ensure Greengate has written descriptions of all its financial systems and procedures. These shall be kept up to date and all appropriate staff shall be trained in their use.

Financial control when staff absent

The Chief Officer shall ensure that financial control is maintained in the absence of key staff.

Separation of duties

The Chief Officer shall ensure that duties related to financial administration are distributed so that at least two people are involved. The work of one shall act as a check on the work of the other and all checks shall be fully documented.

Maintaining proper accounting records and systems

Greengate shall retain proper accounting records and retain all documents relating to financial transactions for a period of at least 10 years.

Traceability of transactions

All financial transactions must be traceable from original documentation to accounting records and vice versa.

Rules for document alteration

Any alteration to original documents such as cheques, invoices and orders shall be clearly made in ink and initialled.

Security of accounting records

All accounting records shall be retained when not in use and only authorised staff shall be permitted access.

6. Income

Income is a valuable asset and is therefore vulnerable to fraud. It is vital that appropriate controls are in place to ensure its security. It is also important that Greengate does not exceed its insurance limit for cash on its premises.

The Chief Officer is responsible to the Board for accounting for all income due and cash collected, and accurate records are needed for this.

Charging policy

Where charges are to be made, the Board shall establish a charging policy and remission policy for the supply of goods or services. Any policies shall be reviewed annually.

Records kept of all income due

Proper records shall be kept of all income due.

Separation of responsibilities

The responsibility for identifying sums due to Greengate shall be separated from the responsibility for collecting and banking such sums.

Issuing invoices

Where invoices are required, they shall be issued within 30 days of the goods or services being supplied by Greengate.

Issuing of receipts

Greengate shall always issue official receipts or maintain other formal documentation for all income collected. Receipts shall be stored securely in order. Only a member of staff authorised by the Chief Officer shall issue receipts for money received.

Security of cash and cheques

Cash and cheques shall be locked away to safeguard against loss or theft.

Paying into bank

All income shall be paid into the appropriate bank promptly and in full. Bank paying-in slips must show clearly the split between cash and cheques and list each cheque individually so that Greengate can identify the source of any discrepancy between the bank balance and accounting records.

Reconciliation of collections and deposits

Greengate shall reconcile monthly the sums collected with the sums deposited at the bank. This reconciliation involves matching income receipts/other documentation to accounting records on the one hand and bank statements and paying-in slips on the other.

Chasing invoices and writing off debts

Greengate shall have procedures for chasing any invoices that have not been paid within 30 days. 

Debts (other than rent arrears and miscellaneous tenant debts) shall only be written off when it is highly unlikely that the debt will be paid or it is no longer economical to continue to pursue payment.

Where write off is considered appropriate, The Board will be informed by an Agenda Item and a decision made at a Committee Meeting 

7. Banking

Bank account name

The name of Greengate shall appear on the title of the bank account and be printed on each cheque.

Regular bank statements and reconciliation

The Chief Officer shall obtain bank statements at least monthly and these shall be reconciled with the accounting records. Any discrepancies shall be reported to the Board and investigated.

Reconciliations reviewed and countersigned

All bank reconciliations shall be signed by the person performing the reconciliation. They shall also be reviewed and countersigned by someone who understands the reconciliation process.

Separation of duties

Where possible, staff responsible for bank reconciliations shall not be responsible for the processing of payments and receipts.

Optimal investment of surpluses

All funds surplus to immediate requirements shall be invested to optimal effect, e.g. high interest accounts.

No use of private accounts

Individuals shall not use their private bank accounts for any payment or receipt related to Greengate’s budget.

Signing cheques

All cheques must bear the signatures of two signatories approved by the Board. There should be a minimum of three signatories. 
Only manuscript signatures shall be used and cheques shall not be pre-signed.

Cheque stubs shall be appropriately completed and initialled by the cheque signatories.

All cheques crossed

All cheques shall be crossed ‘account payee only’ to avoid the possibility of improper negotiation of the cheques.

Security of cheque books

Cheque books shall be held securely when not in use.

Spoilt or cancelled cheques

Spoilt or cancelled cheques shall be disposed of by shredding. The Counterfoil relating to spoilt cheques should be clearly marked “cancelled” and retained for audit purposes.

8. Payroll

Personnel/payroll matters

The Board shall establish proper procedures for administration of personnel matters, including appointments, terms and conditions, terminations and promotions.

Separation of duties - decisions

The Chief Officer and Board shall ensure that wherever practicable, the duties of authorising appointments, making changes to individuals’ conditions or terminating the employment of staff are separated from the duties of processing claims.

Separation of duties - process

The Chief Officer and Board shall ensure that at least two people are involved in the processes of completing, checking and authorising all documents and claims relating to appointments, terminations of employment and expenses.

Proper payroll transactions

Payroll transactions shall only be processed through the payroll system.

Regular payroll checks

The Chief Officer shall obtain regular reports on the content of payroll transaction reports and check them against Greengate’s documentation on staffing and pay to ensure that they match. The papers shall be annotated and signed as evidence that the checks have been made.

Working Time Directive

Greengate is required to abide by the European Community Working Time Directive.

9. Petty cash

The Board may approve one more facilities for maintaining petty cash boxes. The following rules apply to each such facility.

Agreed level of petty cash (petty cash float)
The Board should set out in writing an appropriate level for the amount of petty cash to be held. This amount should represent a balance between convenience and the risk of holding cash on the premises.
Security of petty cash
The Chief Officer should ensure that the petty cash fund is held securely and that only authorised persons have access to it.
Proper use of petty cash
Payments from the petty cash fund should be limited to minor items, which have been approved in advance by an authorised person.
All expenditure supported by receipts
All expenditure from the fund must be supported by receipts, identifying any VAT paid. It must be signed for by the recipient and countersigned by an authorised member of staff or committee member.
Proper accounting records kept

Proper records should be kept of amounts paid into and taken out of the fund.
Monthly independent check on petty cash
The amount in the petty cash fund should be checked monthly against the accounting records and reviewed by a Board member or an independent member of staff. A reconciliation report should be prepared and signed.
No personal cheques encashed
Personal cheques should not be encashed from the petty cash fund.
Petty cash received
Any petty cash received shall be recorded as income and the full amount of such receipts will be paid into the Petty Cash box.
Petty cash top up
Petty cash will be topped up periodically by withdrawing from Greengate’s bank account by the full amount of cash paid since last top up in order to restore the amount held to the agreed figure for petty cash float.

10. Tax

The Board is responsible, through the Chief Officer, for ensuring that Greengate complies with all VAT and other tax regulations.

Relevant staff aware of tax regulations
The Chief Officer should ensure that all relevant finance and administrative staff are aware of Value Added Tax (VAT), Income Tax and the Construction Industry Scheme (CIS) regulations.
Payment only on VAT invoices
TMO procedures should stipulate that only proper VAT invoices are paid, as Greengate will not be reimbursed in the absence of such documentation.

Procedures for VAT on business activities etc.

TMO procedures should set out how VAT on business activities, TMO trips and other taxable activities should be accounted for, both within the delegated budget and in
Payments according to CIS
Greengate should only make payments to contractors and subcontractors in accordance with the Construction Industry Scheme (CIS).
11. Assets

Maintenance of stock levels

The Chief Officer should ensure that stocks are maintained at reasonable levels and subject to a physical check at least once a year.

Security marking and asset inventories

Up-to-date inventories should be maintained of all items of equipment with a value above £250 and have an estimated life over 12 months. Such items should be identified as TMO property with a security marking. Such items might include computers, videos, cameras and televisions. The register should contain details covering asset cost, identification number and location within TMO.

It is vital that the inventory is kept up to date. TMO procedures should ensure that every time an asset is purchased, disposed of or becomes obsolete the inventory is automatically updated. The inventory will quickly become meaningless if not updated.

This may help Greengate plan its equipment replacement programme. It may also provide evidence in the case of an insurance claim.

Check on inventories annually

The Chief Officer should arrange for inventories to be checked at least once a year against physical items. All discrepancies should be investigated and any over a pre-determined sum reported to the Board.

Procedures for property taken off site

Whenever TMO property is taken off Greengate site it should be signed for and a register noted accordingly.

Authorisation of write-offs and disposals

Items lost, stolen or damaged beyond economic repair shall be written off by the Board and Greengate’s inventory updated.

Manner of disposal

Greengate has a responsibility to ensure that the disposal of assets seeks to achieve best value and is environmentally sound. 

Security of safes and keys

Safes and similar deposits should be kept locked and the keys removed and held in a different location.

Key holders should normally carry keys on their person and keys should not be left in the vicinity of the secure area. The loss of any keys should be reported immediately to the Chief Officer and the Chairperson and Greengate’s insurers.

12. Insurance

Greengate has risks against which it should be protected by insurance. Such risks may include third party liability, property, money, personal accident, motor vehicles and fidelity guarantee insurance (to cover the loss of assets due to fraud or dishonesty on the part of employees)

It is important that Greengate reviews its exposure to such risks to ensure that cover remains adequate.
Annual review of risks
Greengate should review all risks annually where appropriate, to ensure that the sums insured are commensurate with the risks.
Notification procedures for new risks/changes
Greengate should notify its insurers as appropriate of all new risks, property, equipment and vehicles which require insurance or of any other alteration affecting existing insurance.
No indemnity to third parties without authorisation
Greengate should not give any indemnity to a third party without the written consent of it insurers.
Notification of insurance losses and claims
Greengate should immediately inform its insurers of all accidents, losses and other incidents which may give rise to an insurance claim.

Insurance of property taken off site
Insurance arrangements should cover the use of TMO property when off the premises.

13. Data Security

Greengate is now fully reliant on computers to process and record personal, financial and other management data. Most of the controls in this section therefore cover access to data held on computers. It is important that management information is properly protected from unauthorised access and that it is backed up regularly. It is also important that Greengate has a recovery plan to ensure continuity of financial management in the case of an emergency.

The Data Protection Act 1998 is designed to protect the rights of individuals in relation to the personal information that is held about them. It sets out requirements about the processing, storage and disclosure of that information and extends the coverage of the previous legislation from data handled electronically to certain manual record systems.

As Greengate processes personal information it is required under the Data Protection Act 1998 to register a notification with the Information Commissioner.
Security of assets
Computer systems used should be protected by password security to ensure that only authorised staff have access. Passwords should be changed regularly and changed when staff leave.

For some computer systems it may be necessary to have graded passwords, giving different levels of access, to ensure that no one has inappropriate access. Graded access could, for instance, allow a member of staff to read but not alter records.
Back-up procedures
The Chief Officer should ensure that data is backed up regularly, records maintained of the backups and ensure that all back-ups are securely held in a fireproof location, preferably off site. It is also important to check that the backed up data can be restored.
Recovery plan for emergency
The Chief Officer should establish a recovery plan to ensure continuity of financial administration in the case of emergency.
Protection against computer viruses
To prevent viruses being imported, only authorised software should be used. Software and data can be protected against viruses in two main ways:

· by installing and regularly updating anti-virus software

· by blocking the use of unauthorised software
Data Protection Act notification
The Board should ensure that the Information Commissioner is notified in accordance with the Data Protection Act 1998 and that Greengate's use of any electronic or relevant manual systems to record or process personal information, and any use, disclosure or deletion of that information, complies with the legislation.

Annex 1: Contracts and Tendering

Definitions

For the purpose of these Standing Orders the following definitions apply:

Contract: a bargain agreed, (even if, exceptionally, not in writing) between Greengate and a contractor or consultant for the execution of goods, works or services or other such bargain as Greengate may require, including all documents to which reference may properly be made in order to ascertain the rights and obligations of the parties to that bargain. This includes contracts where (i) Greengate is acting on behalf of a third party and (ii) the goods, works or services are funded from external sources.

Quotation: a verbal or written offer to carry out work or supply goods and services at a specified price up to the value of £50,000. Written quotations are required for all contracts in excess of £1,001.

Tender: a formal written competitive bid to carry out work or supply goods or services, as stated in Greengate’s specification to a value of £50,000 or more.

Specification: a statement by the client giving as much detail as possible of the goods, services or work required , and any particular standards to be achieved. This is to be available to any would be tenderer, and should be sufficient for them to base and submit as accurate a tender as possible.

Contract Specification

A specification is a statement by the client giving as much detail as possible of the goods, services or work required , and any particular standards to be achieved. This is to be available to any would be tenderer, and should be sufficient for them to base and submit as accurate a tender as possible.

A typical specification for a service should include:

· TMO’s details -  including full contact and tender return details

· duration of the agreement - Detail contract duration and possible extension period including the notice required for termination;

· services or goods to be provided - clearly define user requirements including quantities

· obligations of both parties - e.g. notice of visits, what should be provided by Greengate to enable the supplier to fulfil their obligations;

· location where the service will be provided - Including any access restrictions

· performance quality standards - Outline the service quality standards and outputs/outcomes that will be delivered, express how the delivery of the service specification will be monitored and measured (e.g. response times). It should also include the review and evaluation requirements that will be carried out towards the end of the contract. Mention British or European Standards where appropriate.

· process for agreeing variations to the agreement;

· complaints and disputes resolution procedure - including any escalation and arbitration arrangements and mechanisms for dealing with significant problems, such as imposing financial penalties;

· expected frequency and time inputs - to be delivered by the service provider where this will be useful as a performance indicator;

· price schedule - including the financial payment arrangements, specifying the frequency of payment (e.g. hourly, daily rates) and method of payment (e.g. direct debit, invoice etc.). If the contract is for more than one year, it may be necessary to outline how it will incorporate the need for adjustments to financial payment arrangements, such as the rate of inflation 

· form of tender, tender document and certificate of bona fide tender

· return date - Date and time for the return of quotes/tenders prior to opening

General

If quotations are invited by telephone a record must be kept of the names of the contractors/suppliers telephoned and their responses.

The Board may dispense with the need to obtain competitive quotations where urgent supplies are necessary to protect life or property, or to maintain the functioning of Greengate.

The Board may access the Council/landlord’s own contract arrangements for the supply of goods and services. Corporate Contracts offer a series of framework agreements where the prices and terms and conditions have already been agreed. 

· Greengate must comply with the terms of the contract negotiated by the Council/landlord. Any variations required must be approved by the appropriate Council/landlord Officer.

· Using a Corporate Contract would negate the requirement to obtain additional competitive quotations.

· Greengate accessing these contracts would be responsible for its own payments

· If using the Council/landlord’s Corporate contracts, there would be no requirement to apply this guidance beyond this point.

Contracts under £1,000

For all orders under £1,000 there is no minimum requirement for the number of quotations required. However all orders should be accompanied by an official order and details of any quotes received should be retained for Audit purposes.

Contracts over £1,000

To this end contracts can be defined according to their monetary value. Their monetary value then dictates the action required in inviting tenders. Before this stage is reached however Greengate must have prepared its specification for the work required/goods to be supplied and this must be supplied to potential tenderers.

Contracts between £1,001 and £10,000

For proposed contracts between £3,001 and £10,000, at least 3 written quotations should be obtained from approved suppliers unless the Board considers this inappropriate in the interest of efficient management of Greengate. The quotations should be received and opened by the Chief Officer, Chairperson and/or other Board Member. The Chief Officer and Chairperson can decide on the appointment of contractor
If 3 written quotations cannot be obtained then a record of the reasons for this must be kept at Greengate for audit purposes.

Contracts between £10,001 and £25,000

For proposed contracts between £10,001 and £25,000 at least 4 written quotations should be obtained from approved suppliers. The selection of companies to be approached to be agreed by the Chief Officer and a Chief colleague. The quotations should be received and opened by the Chief Officer, Chairperson and another Committee Member.

The Board must approve the appointment of the final contractor.

If 4 written quotations cannot be obtained then a record of the reasons for this must be kept and recorded in the appropriate Governing Body minutes.

Contracts between £25,001 and £50,000

For proposed contracts between £25,001 and £50,000 at least 4 written quotations should be obtained from approved suppliers. 
The selection of companies to be approached to be agreed by the Board.  Quotations to be received in plain sealed envelopes and opened by the Chief Officer and Chair of the Board.

The Board must approve the appointment of contractor.

The Board should seek legal advice before agreeing and signing contracts.

Contracts over £50,000

For proposed contracts in excess of £50,000 a risk assessment must be completed before inviting tenders to identify how to protect Greengate, Board and the landlord against downside risks, contract slippage and overrun. Contracts must be publically advertised and tendering is not confined to suppliers on the approved list. 
If EU regulations apply, then adherence to publication dates is essential.

The Chief Officer must prepare an estimate and a timetable for the tendering process should be drawn up and key tasks allocated to responsible officers.

It is expected that the landlord’s standing orders for receipt, custody and opening of competitive tenders must be followed.

Tenders must be received in plain sealed envelopes and opened in a formal manner by the Chief Officer and Chair of the Board.

Potential contractors must be financially and technically vetted before any tender can be awarded and this must be formally documented.  
The evaluation process of the tenders received must be clearly documented and take both cost and quality into consideration.

The Board must approve the appointment of contractor and the decision must be minuted and legal advice should be sought before signing contracts.

Where the estimated contract value is exceeded by more than £10,000 or 10%, or where Greengate wishes to accept a tender other than the lowest, the decision must be taken by the Board and minuted. 

Risk Assessment

For all contracts over £50,000 a risk assessment must be completed before inviting tenders to identify how to protect Greengate, Board and the Council/landlord against downside risks, contract slippage and overrun. The following should be considered:

· Performance Bond - A bond is a legally enforceable financial guarantee given by a third party (the guarantor) to a purchaser (the client) to guarantee the obligations of a supplier of goods, works or services (the supplier / contractor) under a contract. The value of the bond must be related to the extra costs which would be incurred in remedying defects in the event of failure, possibly by finding another contractor to do the work.

· Parent Company Guarantee - This form of guarantee is given by a parent company (or holding company) to guarantee the proper performance of a contract by one of its subsidiaries, and can only be given where the supplier / contractor is wholly owned by a parent company or is part of a larger group of companies.

· Insurance Cover - A separate insurance scheme could be taken out by the Council/landlord against a supplier / contractor going into liquidation. There is also the option of the Council/landlord operating a scheme of self insurance for smaller contracts with low value financial risks. These options would require detailed discussions with the Council/landlord’s Insurance officer and / or the Director of Finance.

· Liquidated Damages - A contract condition can be included to provide for the payment of liquidated damages by the contractor should the contractor default on its obligations. Liquidated damages are a form of compensation for losses or additional expenses incurred, but there must be a genuine and realistic pre-estimate of the loss.

· Deposit of Funds - In exceptional cases, the deposit of money in lieu of a bond might be acceptable. The money must be held in separate identifiable account, and the parties need to agree whether or not interest will be payable at the end, and at what rate.

All contracts over £500,000 must have a performance bond.

Financial and Technical Vetting

Prior to awarding contracts potential contractors must be financially and technically vetted as part of the evaluation process.

Where potential contractors are included in the landlord’s Approved List then the technical and financial vetting carried out by the landlord is normally accepted as providing suitable assurance.
A risk assessment must be made for all contracts and every contract must include an appropriate provision to protect Greengate against all potential downside risks. Ways of protecting Greengate’s interests include the following, and at least one of these measures must be applied in all contracts:

· ensuring goods / services are to a satisfactory standard before payment

· performance bond

· parent company guarantee

· use of manufacturer’s guarantees or insurance cover

· liquidated damages

· deposit of funds

As part of the evaluation criteria Greengate will issue a questionnaire which will cover the requirements to enable the detailed vetting of potential suppliers based on the finances, technical ability, equal opportunities and health and safety policies and reference sites. A copy of all responses will be separately filed for future record.
European Procurement Directives

The EU Procurement legislation is based on the principles of non-discrimination and equality of opportunity on grounds of nationality, transparency and competitive procurement. The rules require contracts to be advertised in the Official Journal of the European Communities (OJEC) when the contract values reach specific thresholds. 

Compliance with EU rules is mandatory, and in cases of conflict they take precedence over National legislation or EMBs own Contract Standing Orders.

The EEC Treaties and various Directives set out a legal framework, which has been implemented in UK law by Regulations. These Regulations apply where contracts exceed estimated thresholds or to contracts which are not specifically excluded (e.g. on grounds of national security).

Contracts must not be artificially split in order to avoid compliance with these Regulations. Furthermore, authorities must aggregate the value of contracts for similar goods or services over the previous 12 months and allow for changes over the next 12 months, or forecast the value of purchases in the coming year, to determine if the Regulations apply.

Advertising requirements

The UK Regulations require advertisements in OJEC (The Official Journal of the European Communities). These are known as Notices. Advertisement is required at three stages of the procurement activity:

· at the beginning of the relevant year (a Prior Indicative Notice (PIN). Authorities must make known their intended total procurement in each identified category which they envisage awarding during the subsequent 12 months, where the total estimated value is not less than ECU 750,000 (£464,024).

· to commence the exercise (a Contract Notice)

· to record the award (a Contract Award Notice).

The format of the relevant advertisement is laid down in the appropriate set of UK regulations, and must be adhered to. In particular, requirements for Bonds and Guarantees must be disclosed on the Contract Notice.

The wording of the Contract Notice is binding and, especially for Services Contracts, it is essential to have detailed legal advice first.

No UK advertisement must be published before the OJEC Notice, nor must greater detail be included in the UK advertisement.

In procuring Services, Priority Services require all three Notices, but for Residual Services, only a Contract Award Notice is required.

All Notices should be passed to the Corporate Purchasing Manager who will post, and keep a record of, all Notices to OJEC.

If in doubt with regards to any aspect of the use of the EC Procurement Directives Greengate needs to take legal advice.

Timescales

The UK Regulations require adherence to a number of timescales. The following timescales apply to the procurement of Goods, Works and Priority Services:

· The Prior Information Notice must be sent to OJEC as soon as possible after the Council/landlord has determined to proceed with the procurement activity. This will normally be at the beginning of the relevant financial year.

· Contract notices should meet the following timescales:

(i) Open Procedure - allow at least 52 days for responses from the date of despatch (36 where a PIN has been published)

(ii) Restricted Procedure - allow at least 37 days for response from the date of despatch (or 15 days in the case of genuine emergency), for interested parties to express an interest in being selected to tender. Allow a minimum of 40 days (or 26 where a PIN is published in the case of Works) for parties to tender. In cases of genuine emergency, this period may be reduced to 10 days.

(iii) Negotiated Procedure - allow at least 37 days for interested parties to express an interest in being selected to negotiate.

· A Contract Notice must be sent to OJEC no later than 48 days after a contract has been awarded.

Award procedures

For Goods, Works and Priority Services, only three award procedures are allowed. These are:

Open Procedure - all interested parties respond to a public advertisement with a priced tender

Restricted Procedure - all interested parties respond to a public advertisement, Greengate draws up a select list and only invites those on that list to tender

Negotiated Procedure - Greengate negotiates with parties of its choosing 

Greengate may choose freely between the open and restricted procedures, but the negotiated procedure is the subject of very stringent controls and is unlikely to be used very often. In all cases where it is proposed to use the negotiated procedure it is recommended Greengate seeks legal advice.

Selection procedures

The UK regulations require the setting of objective and pre-determined selection criteria for selecting firms who wish to provide goods, works or priority services to Greengate. Only these criteria may be used, and these criteria must be prior disclosed in the relevant OJEC notice.

The criteria permit rejection on three grounds:

· rejection of unsuitable applicants (e.g. those who are bankrupt or convicted of a criminal offence)

· those who lack the necessary financial and economic standing and

· those who lack the necessary technical capacity or for services, the ability, to carry out the requirements of Greengate.

The evidence which Greengate is permitted to consider for selection is detailed in the UK Regulations, which also provide for notification and de-briefing of those who are not selected.

Only the permitted selection criteria and evidence may be utilised and Greengate must keep a detailed written record of the procedure used for selection.

Award criteria

The contract notice should indicate the relevant criteria to be applied in awarding the contract. Only those criteria that have been previously disclosed may be used in the tender evaluation, and all documentation must consistently reflect this.

The relevant award criteria must not be confused with the selection criteria.

Unsuccessful tenderers are entitled to be de-briefed.

General requirements

Under the Restricted Procedure and the Negotiated Procedure, there must be sufficient parties for genuine competition. This will normally be a minimum of three, unless the tender documents specify a different figure.

The UK Regulations provide various information requirements, including record keeping, Contract Award Notices and the de-briefing of unsuccessful applicants and/or tenderers. They also require information to be supplied to Government Departments and the EU Commission. 

Specifications must not discriminate on grounds of nationality, even indirectly. They may with some exceptions be based on a British Standard implementing a European standard, where such a standard exists. Specifications must not include references to particular makes, sources or processes which have the effect of favouring some suppliers or of eliminating others. Where it is considered essential to refer to a trade mark, patent origin or process, then this must be qualified by the words “or equivalent”.

The UK regulations provide stringent sanction powers for breach of the EU rules. These could include judicial review, action for breach of statutory duty, or action by the EU commission against the UK Government.

Special Rules

Special rules apply to a number of aspects of the EU rules. In particular, further guidance is likely to be necessary in the following areas:

(a) Use of Framework Agreements/Call-off contracts

(b) Regular/renewable supply contracts (the aggregation rules)

(c) Calculating Thresholds (aggregation rules)

(d) Consortia bids or associated company bids

(e) Exceptions to the rules, e.g. Service concession contracts

(f) The use of the negotiated procedure

(g) The scope for moving from a Restricted to a Negotiated procedure (e.g. if tenders are over budget).

(h) Subsidised Works Contracts

(i) Design contests

(j) Public Housing Scheme works

(k) Abnormally low tenders

(l) Use of discrete operational units (e.g. awards to DLO’s / DSO’s)

(m) Urgency procedures (2 separate procedures)

In any of these instances, legal guidance and advice should be sought.

Invitation to Tender

Tender documents sent to potential contractors should include the following:

· Invitation to tender (letter)

· Specification

· Tender return label

· Questionnaire (if appropriate)

The invitation letter, tender return label and questionnaire can be downloaded from the Corporate Procurement intranet pages.

Receipt of Tenders

Envelopes containing tenders should be dated upon receipt at Greengate. They should be kept sealed and in a secure place until the date for opening.

Tenders should be opened at a pre-determined date and time by the Chairman of the Board and in the presence of the Chief Officer.

Tender Checklist

Tender returns must include:

· Signed and completed Form of Tender. An unsigned form of tender will make the tender invalid

· Completed questionnaire and enclosures (where applicable)

· Full pricing details and/or completed pricing schedule

Details of all tenders received, giving the name of the tender and the amount of the tender should be recorded and retained on file for audit purposes.

Late Tenders: Under no circumstances shall a tender received after the due time be considered.

Any tender received late should be endorsed “Late Tender”, together with the time and date of receipt. In the event of queries arising, these should be raised with the Council/landlord’s Internal Audit for guidance on how to proceed.

Errors in Tenders

Where examination of a tender reveals errors or discrepancies which would appear to affect the tender figure, the Chair of the Board  in conjunction with the Chief Officer should adopt one of the following courses of action;

· the tenderer shall be given details of the error(s) found during the examination of the tender and shall be given the opportunity of confirming the tendered price without amendment or withdrawing the tender, or

· amending the tender to correct genuine arithmetic error(s) provided that in this case, apart from these genuine arithmetic errors, no other adjustment, revision or qualification is permitted. No other details may be varied

Where EU regulations apply, post tender negotiation is only available in extremely limited circumstances and legal advice must be sought in all cases, before proceeding with any discussions or negotiations.

No post tender discussions should be conducted by a single person and all tenders must be treated the same. Any invitations for revision must be in writing and a written record maintained of all post tender discussions and meetings must be kept.

Tender documents must state which method will be used for dealing with errors in tenders.

If the errors discovered are such that the Chair of the Board and Chief Officer consider that they invalidate the tender they shall disregard the tender.

The detail of any action taken shall be reported to the Board and minuted.

Acceptance of Tenders

Once the tenders have been received and opened in accordance with the agreed procedures and any errors have been resolved a report shall be made to the Board and the Board shall award the contract.

If the Board awards the contract to other than the lowest tender, the reasons for this shall be recorded in the minutes.

In the interests of best practice and courtesy the unsuccessful tenders should be informed as soon as possible, in writing, that their tenders have been unsuccessful.

Under the Local Government Act 1988 and EU rules, if an unsuccessful contractor requests information on the reasons they were unsuccessful, you must respond within 15 days of receipt of the request. However, it is recommended that the information supplied does not include commercially confidential information with regards to bids from other suppliers.

Breach of Contract

Once a contract is let the Board will be bound by the conditions of it. If the Board falls into breach of contract, which involves the incurring of costs by the Council/landlord, then the Council/landlord shall have the right to charge those costs to Greengate, including any administration and legal costs.
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