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Subcontracting Policy 
 

 
Scope 

 

This policy applies to all subcontracted provision supported with funds supplied by 

the Department for Education (DfE), relevant devolved authorities, or any successor 

funding body, each referred to in this policy as the Funding Agency. It applies to 

delivery subcontractors, being separate legal entities with which the College 

contracts to deliver any element of education and training funded by the Funding 

Agency. 

 
 

Context 
 

This policy is maintained to meet current Department for Education (DfE) 

subcontracting requirements for post-16 provision and should be read alongside the 

DfE subcontracting standard, the subcontracting funding rules for post-16 education 

and training, and the relevant 16 to 19 funding rules. It sets out how the College will 

select, contract with, manage, monitor and, where necessary, terminate 

subcontracting arrangements so that public funds are used properly, learners receive 

high-quality provision, and the College discharges its responsibi lities as lead 

provider. 
 

 
Overarching principle 

 

The College will apply current Department for Education (DfE) subcontracting 

controls to all subcontracting arrangements so that public funds are used properly, 

learners receive high-quality provision and the College discharges its responsibilities 

effectively as lead provider. The College will therefore ensure that: 

 
a) Subcontracting and supply chain management activities will comply with current 

DfE requirements and will be guided in particular by the DfE subcontracting 

standard, the subcontracting oversight arrangements for post-16 providers, the 
subcontracting funding rules for post-16 education and training, and any related 
DfE governance, declaration and approval requirements that apply in the relevant 

funding year. 
 

b) The College will undertake fair, transparent and proportionate procurement, due 
diligence and risk assessment procedures when selecting and managing 
subcontractors. These arrangements will be designed to secure value for money, 

protect learners and public funds, assure compliance with funding rules and 
conditions of funding, and support high-quality delivery. 

 

c) The funding that is retained by the College will be related to the costs of the 
services provided. These services, and the levels of funding being retained for 
them, will be clearly documented, and agreed by all parties. The rates of such 

https://www.gov.uk/government/publications/esfa-subcontracting-standard
https://www.gov.uk/government/publications/subcontracting-funding-rules-for-esfa-funded-post-16-funding-excluding-apprenticeships/subcontracting-funding-rules-for-post-16-education-and-training-2025-to-2026
https://www.gov.uk/government/publications/subcontracting-funding-rules-for-esfa-funded-post-16-funding-excluding-apprenticeships/subcontracting-funding-rules-for-post-16-education-and-training-2025-to-2026
https://www.gov.uk/government/publications/advice-funding-rules-for-16-to-19-provision/advice-funding-rules-for-16-to-19-provision-2026-to-2027#section-6


  
 
 
 

retained funding will be commercially viable for both sides and will be negotiated 
and agreed in a fair and transparent manner. They will be proportionate to the 

actual services being provided. 
 

d) Where disputes cannot be resolved through the contract management and 

escalation procedures set out in the subcontract, the College may use mediation, 

arbitration or other formal dispute resolution mechanisms where appropriate. 

Contract documents will require both parties to act in good faith, comply with 

contractual and funding obligations, and work constructively to protect learners, 

delivery quality and public funds. 

 

 

Governance, due diligence and oversight 

 

The College remains fully responsible for all subcontracted provision and for 

compliance with applicable DfE funding rules, conditions of funding and contract 

requirements. Before entering into, renewing or materially varying any subcontract, 

the College will complete and document proportionate due diligence covering, as 

appropriate, legal status, UKPRN, financial health, quality of provision, safeguarding, 

Prevent, data protection, capacity and capability, staff competence, premises, 

awarding arrangements, conflicts of interest and prior compliance history. The 

College will carry out a documented risk assessment for each subcontractor and will 

determine the level of monitoring, support and intervention required on a risk-based 

basis. 

 

The College will not rely on subcontracting to avoid its core responsibilities as lead 

provider and will ensure that all subcontracted delivery is consistent with its strategic 

aims, offers clear educational rationale and delivers demonstrable value for money. 
 

Each subcontract will be supported by a written agreement that clearly sets out the 

provision to be delivered, the respective obligations of the parties, payment 

arrangements, management fees and retained funding, learner eligibility and 

evidence requirements, data submission arrangements, access rights for audit and 

monitoring, quality assurance arrangements, safeguarding and statutory compliance 

expectations, subcontracting restrictions, remedies for underperformance or non -

compliance, and termination provisions. 

 

The College will maintain sufficient oversight of delivery through contract review 

meetings, data and funding checks, quality monitoring, learner and employer 

feedback, compliance reviews and, where appropriate, site visits. Where 

weaknesses are identified, the College will require and monitor improvement actions 

and may suspend recruitment, withhold payment, reduce contract values or 

terminate the arrangement where necessary to protect learners and public funds. 

 
 

 
 



  
 
 
 

Rationale for subcontracting 
 

The College will only subcontract where there is a clear educational and strategic 

rationale, where the arrangement adds value to learners and employers, and where 

the College can evidence that subcontracting is the most appropriate way to meet 

identified need. Subcontracting will not be used merely to meet funding objectives or 

to dispose of unused allocation. 

 

The College will only subcontract for one or more of the following reasons: 

 

• To enhance the opportunities available to young people and adults. 

• To fill gaps in niche or expert provision, or provide better access to training 

facilities. 

• To support better geographical access for learners. 

• To offer an entry point for disadvantaged groups. 
 

All delivery subcontracting meets the College’s strategic aims and enhances the 
quality of its learner offer. 
 

 
Quality assurance 

 

Subcontracted provision is subject to the same expectations for quality, compliance, 

learner experience and outcomes as directly delivered provision. The College will 

monitor subcontracted provision through its quality assurance, safeguarding, funding 

and compliance processes, adapted where necessary to reflect subcontractor risk 

and the nature of the provision. The College will retain sufficient oversight to assure 

itself that learners are receiving high-quality provision and that claimed funding is 

accurate, evidenced and compliant. 

 

To support continuous improvement, the College may share effective practice, 

provide feedback arising from monitoring activity and, where appropriate, require 

subcontractors to contribute to self-assessment, quality improvement and other 

assurance processes relevant to the provision they deliver. 

 
 

Funding retained by the College 
 

As lead provider, the College is committed to maximising the proportion of funding 

that supports front-line delivery while ensuring appropriate oversight of 

subcontracted provision. Funding retained by the College represents the costs of the 

services it provides in selecting, onboarding, managing, quality assuring, monitoring 

and supporting subcontractors, together with compliance, funding, data and audit-

related functions. Retained funding and any additional charges will be transparent, 

proportionate, justifiable and documented in the subcontract. They will be reviewed 

periodically to ensure they continue to reflect actual services provided and risk. 

 



  
 
 
 

The table below sets out the College’s standard indicative approach to retained 

funding; actual retained funding for any subcontract will depend on the services 

required, the level of risk and support, and any additional agreed services, and must 

always be capable of evidencing value for money. 

 

Indicative services provided by the College Indicative 

retained funding 

Preparation of subcontract documentation, due diligence, 

onboarding and contract set-up 

Up to 2% 

Contract management, performance review, compliance 

monitoring and financial oversight 

Up to 5% 

Quality assurance, learner experience monitoring and 

improvement support 

Up to 6% 

MIS, ILR, data processing, funding administration and 

certification support 

Up to 2% 

Typical standard retained funding range 10% to 15% 

 
 

Difference in funding retained by the College 
 

Funding retained by the College may vary between subcontractors where this is 

objectively justified by the nature of the provision, the level of risk, the volume and 

complexity of delivery, the monitoring and support required, and any additional 

services agreed. Any variance from the College’s standard indicative retained 

funding range will be evidence-based, documented and reflected in the subcontract 

and supporting records. 

 

The College recognises that different subcontracting arrangements may require 

different levels of retained funding. Any such difference will be determined by 

objective assessment of risk, delivery complexity, contract value, monitoring needs, 

quality support requirements and other relevant factors that affect the services the 

College must provide as lead provider. 

 

• Length and history of subcontracting contractual relationships with the 
College. 

• Financial value of the contract. 

• Volume of learners. 

• Subcontractor track record in meeting achievement rate and other quality 

targets. 

• Subcontractor track record in meeting financial targets. 

 

Where justified by the level of risk, complexity or additional support required, a 

higher level of retained funding may apply. In such cases, the subcontract will clearly 

set out the additional services to be provided, the basis for the higher retention rate 

and the circumstances in which it applies. This may include: 

 
 



  
 
 
 

• additional site visits; 

• additional learning walks / observations of teaching, learning and assessment; 

• additional tutor support; and 

• additional funding and compliance support. 

 
 

Support and oversight for subcontractors 

 

In return for the funding retained by the College, subcontractors will receive an 

appropriate level of contract management, compliance oversight, quality assurance 

and operational support, which may include: 

 

• a designated contract management and compliance contact; 

• regular contract review meetings; 

• data checks and support to resolve data queries; 

• processing of submitted data and supporting documentation ; 

• ILR returns completed by the College’s MIS team; 

• regular funding and quality reports; 

• access to student financial support allocations, e.g. 16-19 Bursary; 

• planned performance, quality and compliance visits, including learning walks 

where appropriate; 

• audits of paperwork, processes and procedures; 

• ongoing support to address areas for improvement; 

• support, where appropriate, with self-assessment, quality improvement 

planning and other assurance processes; 

• CPD opportunities which may be face-to-face or digital; and 

• updates regarding funding and policy guidance. 

 
 

Charges for additional services to Subcontractors 
 

The College may also make additional charges to cover the cost of any extra 
activities that it might undertake on behalf of the subcontractor such as: 
 

• marketing; 

• recruitment; 

• hiring of facilities/equipment within/from the College; 

• awarding organisation fees and charges; and 

• internal verification 
 
 

Payment terms 
 

Payment terms will be set out clearly in each subcontract. Payments will be made 

only in respect of eligible, evidenced and properly recorded delivery and will be 

subject to the College’s verification of data, funding claims and compliance 

requirements. The College will ensure that payment arrangements, management 

fees, retained funding, reconciliation processes and any circumstances in which 



  
 
 
 

payment may be withheld, reduced, recovered or delayed are transparent, 

proportionate and documented in the contract. 

 

• The College and the subcontractor will agree a maximum contract value the 
details of which will be detailed in appendices to the contract. 

 

• The College will pay regular payments to the subcontractor which, where 

appropriate, are calculated based on funding reports available from the 
Submit learner data page of the GOV.UK website following submission of 
each monthly ILR return.  These payments will take into account funding 

generated to date, cumulative funding retention and cumulative payments to 
date. 

 

• In line with the DfE funding methodology and formula applying to Adult Skills 

Fund provision, 20% of the total funding is withheld until learner completion is 
confirmed. 

 

• Invoices are payable within 30 days of the date of issue. 
 

• Details of any rights of the College to reduce, recover, delay or withhold 

payment will be set out in the subcontract and will be exercised only where 

necessary to protect learners, ensure compliance and safeguard public funds. 

 

• Subcontractors are expected to review payment statements, data returns and 

financial reports promptly and to notify the College without delay of any 

inaccuracy, discrepancy or compliance concern. 

 
 

Publication and communication 
 

The College will publish this policy on its website before the start of each funding 

year and no later than the deadline specified in the relevant DfE funding rules. The 

College will also ensure that actual and potential subcontractors have access to this 

policy and understand the basis on which subcontracting arrangements are selected, 

managed and charged. 

 

Alongside this policy, the College will publish, where required by DfE, details of its 

subcontractors and the funding retained and paid, and will complete required 

subcontracting declarations within the timescales set by DfE. Where subcontracted 

activity forms part of 16 to 19 study programmes, the College will ensure that such 

activity is treated and declared in accordance with the applicable 16 to 19 funding 

rules, including where employability, enrichment and pastoral activity is delivered by 

a third party. 

 
 

 
 

 

https://submit-learner-data.service.gov.uk/


  
 
 
 

Review 
 

This policy will be reviewed at least annually by the Executive Director of Finance, 

HR & Development and updated earlier where required to reflect changes in law, 

DfE funding rules, subcontracting standards, assurance requirements or College 

practice. 

 

Last review: June 2026 

Next review: June 2027 

 

 
Approval 
 

This policy is approved by the Corporation and is owned operationally by the 

Executive Director of Finance, HR & Development. 
 

Signed:      Signed:  
 

Position: CEO & Principal   Position: Chair of Corporation 
 
Date:       Date:    


