



Grant Funding vs Contract
	DETERMINING THE DIFFERENCE When considering whether the arrangement in question may properly be regarded as a grant or is in fact a contract the following questions may assist. These serve as guidance only and should not be treated as absolutely determining whether the arrangement is a grant or service contract but will very strongly indicate one or the other.


	Question
	Grant
	Contract

	Is the project delivering a general function of Council?
	No
	Yes

	Is the project providing a service to us that we could otherwise deliver in house given the appropriate resources?
	No
	Yes

	Are we really outsourcing a service, requirement or function?
	No
	Yes

	What do or should we require in return for the funding?
	Reports and evidence of delivery only.
	Compliance with obligations and specific requirements set by us e.g. does the Council determine eligibility for participants in the project, the number of starts registered, require training agreements to be completed, target volumes processed etc., or any specific quality standards*

	Are any payments dependent on outcome (e.g. achieving an SVQ qualification or getting a job)?
	No
	Yes

	Do we require the project to be delivered?
	No
	Yes

	If the project was not completed what remedy would we seek?
	Variation or repayment of grant monies
	Enforcing delivery of the requirement potentially through court action or a right to seek compensation or damages

	On completion of the project would we require it to be continued and seek to enter into a further agreement?
	No
	Yes

	
	
	

	In answering the above questions in relation to any proposed project to be funded by the Council it is unlikely that all the ticks will fall under one or other project type. The questions are intended to outline what you need to think about. You will then need to weigh up the answers and determine which type of funding arrangement the answers generally point to. It is also not a simple case of adding up the ticks on each side, since some questions will point more strongly to grant or procurement, and one answer alone may ultimately influence your decision e.g. the extent to which The Council imposes conditions within the agreement may be minor or considerable - where the Council imposes a number of conditions which the supplier would not otherwise fulfil as part of the project, this alone would suggest a contract for services, rather than a grant funding arrangement.


My simplistic definition

A grant is a payment to help the recipient. In return, the grant funder gets nothing back. The Council

A grant is usually provided subject to conditions that state how the grant must be used. 

Under a contract, payment is made in return for goods or services. The deal is defined by terms set out in the contract.

It is important to look beyond terminology and assess whether the relationship is contractual or not. 

The key question is whether the recipient of funds must give something to the funder in return for payment.




