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Government Grants Minimum Standards
Managing Public Money: departments’ primary concern when administering grants is to have due regard to the guidance set out in Managing Public Money; nothing in this document is intended to contradict or override that guidance.

These standards are not intended to be an additional spending control; departments retain accountability for decisions on all grant expenditure. 
Important note on scope:

These minimum standards apply only to general grants made by departments and their Arm’s Length Bodies (ALBs) using Exchequer funding.

They do not apply to formula grants or Grant-in-Aid.  The term ‘general grants’ is broadly defined below, to assist identification:

General Grants: grants made by departments or their grant making ALBs to outside bodies to reimburse expenditure on agreed items or functions, and often paid only on statutory conditions.  These are the grants, which are most closely related in administration to contract procurement.
Standard 4: the Business Case

A robust business case, proportionate to the level of expenditure and risk, must be developed for all government grants.  This will be scrutinised and approved in stages, as part of grants approval process, in line with the guidance in Managing Public Money.
The minimum expectation for this standard is that a Business Case is developed, for every general grant, proportionate to the value of the grant and the perceived level of financial risk.  The business case should consider the following as a minimum:

· purpose;
· strategic context;
· case for change;
· available options; 

· preferred option;
· funding and affordability; and
· management arrangements;
Again, the complexity of the Business Case will be determined by the value and perceived level of risk.  Proportionality is considered in more detail in the table below:
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Note: the table above is illustrative and is not intended to override or replace legislation or agreements which departments have in place with HMT in relation to delegated financial authority levels or the value at which HMT approval is required for individual grants.
Allocative efficiency in this context is defined as ensuring a good match between the requirements of the grant and the skills and experience, in terms of delivery, of the grant recipient. 
When should the Business Case be raised?

The business case should be raised at the policy formation stage – strategic development – and used to inform each stage of the governance process, including the potential for submission to the New Grants Advice Panel (NGAP) where the department decides a referral to the NGAP is appropriate – see explanatory notes covering standards 2, Approvals, and 3, NGAP.
Where the department selects a grant scheme for referral to the NGAP, the business case template/ submission should be used to raise any issues and pose any questions, which the department would like the NGAP to consider – alternatively these can be recorded on the Government Grants Information System (GGIS).  Any advice provided by NGAP should be recorded on the Business Case, along with the response to that advice, to ensure that the NGAP forms an integral part of the approvals process.
For all general grants of £5 million and over departments should follow HMT Green Book guidance and the Business Case should take follow the five case model:
· Strategic Case;
· Economic Case;
· Commercial Case;
· Financial Case; and
· Management Case.
Business Case templates can be uploaded to the GGIS, ahead of submission to the NGAP, when a grant is entered on to the system.  If the Business Case is retained locally, it will need to be provided to the Cabinet Office if the grant is selected for checking, as part of the pilot assurance process for the minimum standards.
Business Case Toolkit

The Grants Centre of Expertise (GCoE) on the Grants Hub contains a toolkit, which was developed with input from grant makers across government and which is intended to provide accessible guidance specific to developing business cases and complement the ‘Better Business Cases’ training course introduced by HMT in 2014.

The toolkit aims to help central government departments and their grant making ALBs to produce high quality business cases, which can be used to assess whether a grant is the most appropriate funding mechanism.  The toolkit:

· provides an introduction to developing a business case;
· helps policy and grant teams think through the process; and
· provides links to further resources.
The toolkit can be accessed via the Grants Hub, here: 

https://grantshub.civilservice.gov.uk/DataSolutionLogin 
Dear Accounting Officer (DAO) Letter

A DAO letter, (01/16) was issued by HMT on 19 May 2016.  This was as a result of a PAC/ PACAC recommendation into the Kids Company grant and dealt specifically with oversight of grant expenditure as follows:
“A department asked by another part of government to pay a grant to an external organisation, such as a charity, from its own resources should ensure that its own Accounting Officer gives due consideration to the proposal before funding is committed.”
Departments must take account of the content of this DAO letter when allocating grant funding under the conditions described.

The DAO letter can be found on GOV.UK, here:

https://www.gov.uk/government/publications/dao-0116-accounting-officer-oversight-of-grant-expenditure 
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