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1 Introduction

National Portfolio Organisations
 are essential to our success in achieving the goals

set out in Great Art and Culture for Everyone.

All National Portfolio Organisations should be financially healthy and resilient and must deliver against their Arts Council funding agreements (and accordingly their own business plans), achieving resilience within existing resources. 
However, we recognise that some National Portfolio Organisations may experience difficulty over the funding period due to financial pressures, changes in leadership or other factors. In each case, our risk assessment process is a key part of identifying organisations in difficulty as early as possible, reviewing the individual circumstances and weighing up the risk to our investment. 

We will be as understanding of the situation as possible, but should an organisation alert us to difficulties, or we assess that it is not delivering on its funding agreement, we will look to the board and senior officers to take responsibility for the situation. 
Should the organisation be unable to deliver against its funding agreement (and therefore also against its own business plan), this would be regarded as a breach of the terms and conditions. Under these circumstances, there are actions we can take that are set out in the Relationship Framework, ranging from working with the organisation to develop an appropriate plan (which could include leadership change) to withdrawing funding. 
National Portfolio Organisations very occasionally request additional support (intervention) from the Arts Council to improve their financial resilience. Whilst it is recognised that the Arts Council can intervene in organisations in a number of different ways as set out in the Relationship Framework
, formal intervention generally takes two forms: 
· use of consultants to advise the Arts Council and (in some cases) provide support for organisations

· (which could then result in) additional financial investment

This guidance concerns requests for financial intervention for organisations within the 2018-22 National Portfolio (including those that were in the National Portfolio at 1 April 2018 where, following receipt of a formal request from the organisation’s board, it has subsequently been agreed that they should withdraw from the National Portfolio and be funded through another mechanism
). 
We would only consider financial intervention funding where a National Portfolio Organisation faces acute financial difficulties, such that without additional financial support they will likely cease trading or will need to substantially curtail their activities. Financial interventions aim to support recovery and growth, where all other avenues have been exhausted, through structured projects targeted at organisational, operational and cultural change. Though the intervention does not guarantee that a successful route to financial stability can be found, it provides the opportunity to look for it and to avoid the loss of key strategic arts and cultural organisations where the prospects of financial reconstruction are positive and the cost acceptable relative to all other options.
The Arts Council does not have a budget for financial interventions, and any requests for support would be subject to funding being available.

Financial intervention funding is approved only in exceptional circumstances. Should intervention funding be agreed, it is extremely unlikely that organisations would be successful in a second application in any five-year period. It is possible, however, that funding may be awarded in stages, for example to facilitate a phased restructure and the implementation of a new artistic and/or business model. The approval of a preliminary financial intervention award would not guarantee that further phases would be supported – each award would be subject to a funding agreement requiring that specific conditions are met.

To be eligible to apply, organisations must have explored all other means of stabilising the financial position, taking as many steps as possible to address the situation prior to seeking financial intervention funding.
The financial intervention application process is rigorous and detailed for applicants, requiring full scrutiny of all aspects of the organisation’s leadership and operations, and cooperation of the board and senior management team. Successful applicants will be subject to strict conditions which may include recommended changes in their governance or management. The source of financial intervention funding may come from National Lottery and applicants should be aware that we have a duty to make information about how and where our grants are spent available. Please see section 7: Data protection and Freedom of Information for more information.
This guidance note sets out the objectives, processes and criteria we will use when considering whether to award lottery funding for a financial intervention project. It also explains the types of organisations that are eligible to apply and how the application process works.
It is important to note that the Arts Council views any application for financial intervention (or request to be withdrawn from the National Portfolio and be funded by another mechanism) as a failure to deliver on the agreed funding agreement and business plan. 

Where an organisation finds itself in financial difficulty, it should also be noted that it is the responsibility of the directors or other officers or those directing the applicant’s affairs to ensure that at all times they properly fulfil their duties to an organisation’s creditors under the insolvency laws of England. The Arts Council has no responsibility and accepts no responsibility whatsoever to any applicant organisation, its management or creditors in this respect (whether or not a financial intervention is agreed).  If the applicant or its management is in any doubt or unsure as to the nature and extent of its obligations, independent legal advice should be taken.  The application and receipt of funding for a financial intervention project does not and cannot be relied on by any applicant as giving any assurance or representation that any funds or other assistance will be forthcoming from the Arts Council. 
2 Aims and objectives

One of our five goals is for arts and cultural organisations to be resilient, improving the sector’s ability to adapt to its external environment, increasing their share of income that comes from a wider range of sources and demonstrating effective leadership and governance. 
Through our investment we aim to:

· support the development of arts and cultural organisations that are flexible, adaptable and fit for purpose
· provide arts and cultural organisations with a unique opportunity to develop
· enable the arts and culture infrastructure to continuously improve
· improve decision-making and leadership within the arts and culture sector 

· strengthen the arts and culture sector
The objectives that underpin the financial intervention programme are:

· to help the organisation to analyse the scale, nature and causes of its 

difficulties
· to implement a fixed term project and plan agreed by the Arts Council, other key stakeholders and the organisation for overcoming them
· to secure the short to medium term viability of its operations
· to provide funds to support the implementation of the financial intervention project
3 Eligibility

Organisations will be:
· a 2018-22 National Portfolio Organisation or an organisation that has withdrawn from the 2018-22 National Portfolio and is funded by Arts Council England through another mechanism 
· assessed as Major risk by the Arts Council

· at immediate and serious financial risk such that the organisation might cease to trade in the short-term, or will reduce drastically the level of its activities, without intervention, demonstrating the need for support to improve organisational capacity and financial resilience 
· in a position where it has already taken such immediate steps as it reasonably should to address the financial problem
· able to evidence sufficient leadership commitment and capacity to make necessary changes to the organisation as may be suggested by the Arts Council 
· not currently in administration or liquidation
· judged by the Arts Council to be strategically significant in that it is critical to the Arts Council achieving its goals as set out in Great Art and Culture for Everyone and:
· has national reach and impact on audiences and/or artform 

and/or
· is deemed to be critical to the success and vitality of an Area and/or national portfolio
and

· its activity could not be replicated/replaced by any other means
Please note we will not normally offer an award to organisations that already generate more than 90% of their turnover from other sources or where our grant is

restricted. 
We would not support the delivery of statutory services through financial intervention eg core library services. 
4 Assessment criteria
The following list of prompts is indicative of the kind of questions we ask about the application to help identify key issues:
· is there consensus across the Arts Council of the importance and strategic significance of the organisation’s contribution to the portfolio? (Please see the ‘Eligibility’ section above for what we mean by ‘strategic significance’) 
· do other organisations make a similar contribution to our portfolio either geographically, in terms of artistic development, or services to the sector?

· could the contribution be achieved more cost effectively through a Development Funding programme instead?

· does the organisation demonstrate strong outputs and outcomes in

relation to our goals? Has the organisation’s delivery of these outputs and outcomes been strong up until this point? It should, however, be noted that intervention is not about the organisation’s artistic or cultural programme, but about its ability to manage itself effectively  
· have other options been exhausted or likely to be insufficient? This could include, but would not be limited to:
· overdraft or loan facilities and/or other options for short, medium or long term financial support

· a review of costs (and any associated impact on income)
· reprofiling
 of the organisation’s grant from the Arts Council

· a short-term reduction in activity that has been agreed with the Arts Council

· a long-term change in activity or business model that has been agreed with the Arts Council

· a ‘dark period’
 that has been agreed with the Arts Council
· is there reasonable confidence that the intervention will improve the financial position? 
· is there sufficient evidence of the organisation’s commitment to change?

· is there sufficient evidence of the board’s ownership/leadership of the proposed intervention project (in respect of both ownership of issues leading to the intervention and of the recovery/change project)? Should financial intervention funding be awarded, we would require the Chair and key board members to be involved in an appropriate sub group to lead the process for the organisation and engage with the Arts Council and Executive officers    
· where there are other key stakeholders in the organisation, is there evidence of appropriate support and engagement from these stakeholders?
· is the amount requested proportionate to the level of our revenue investment in the organisation through the National Portfolio funding agreement? We will not normally offer an amount in excess of the annual revenue grant, and only do so in exceptional circumstances where:
· a high level of other support has been secured, and

· considerable fixed assets are at risk

· would a financial intervention be more cost effective than withdrawing our funding and achieving delivery through other means?

5 Making an application
Due to the pressing nature of the financial difficulties facing applicant

organisations, the application process for financial intervention funding is
designed to be fast-paced. 

Whilst we aim to work as quickly as possible through the process we cannot however guarantee a timeframe by which we will reach a decision as we may need more information or time to explore each proposal depending on the complexity or scale of the project.
Our decision-making falls in five stages based upon rigorous criteria designed to ensure that the financial circumstances of the organisation are truly such that, without some form of external assistance, it may cease trading or will substantially curtail its activities. 
It should be noted at each stage of the process that consideration for financial intervention support in itself is not a guarantee that such support will be made available and the organisation must remain mindful of its organisational situation and take action to mitigate any circumstances that may be detrimental to it. The Arts Council will not be liable for any loss arising to the organisation during the Arts Council’s considerations. The Arts Council also reserves its right at any point to determine the organisation to be in breach of its terms and conditions of funding. Consideration of financial intervention support shall not be a waiver of the Arts Council’s rights in this respect. The terms and conditions of any other existing funding agreement with the organisation will continue to remain fully valid and enforceable over this period.
1. Mandatory conversation
Prospective applicants should in the first instance have a conversation with their Relationship Manager. The Arts Council will then advise on whether the organisation is likely to meet the eligibility and assessment criteria based on current monitoring information held about the organisation, and documented through the risk monitoring process, as well as any additional information we may request. 
The Arts Council may also, at this stage, commission an independent review by a consultant on its Framework of business and financial advisers. This would include a review of governance and management structures and processes, an analysis of the organisation’s financial situation and reporting, as well as a consideration of whether there are other options that could be pursued. This process would require the full cooperation of and engagement with the applicant organisation’s board.  
In some circumstances eg where an organisation would be unable to deliver against its funding agreement in the foreseeable future, even with financial intervention support, they may be withdrawn from the National Portfolio and funded through an alternate mechanism. No application for financial intervention funding could be made before the organisation had made a formal request to withdraw from the National Portfolio and the request had been approved by the Arts Council.
2. Application

After receiving advice from the Arts Council, as set out above, the organisation can decide to request an application form for financial intervention from funded.organisations@artscouncil.org.uk. The applicant should indicate when they expect to submit the application. The application, along with all requested supporting documentation should be submitted to funded.organisations@artscouncil.org.uk.  
3. Assessment
When received, the Arts Council will assess an application against criteria set out in section 4. This section, plus the eligibility criteria set out in section 3, is designed to identify the degree of urgency of the financial need to enable the organisation to continue operating and interrogate its strategic importance for national or area arts provision. As part of the assessment we may commission a review by an independent financial consultant. This would be where this had not taken place in advance of an application being submitted or where further review was deemed necessary. 
4. Recommendation

The Arts Council will produce a recommendation report, drawing from the findings of the consultant’s review, if applicable, as well as any other relevant material we hold on file, including the organisation’s funding history, or is publicly available. 
5. Decision and special conditions
The Arts Council will then make a decision. Should funding be awarded our standard terms and conditions will apply. We will also strictly apply any additional conditions as deemed necessary to ensure the maximum return on public investment. These conditions may include some/all of the following, but may not be limited to:
· establishment of an appropriate sub-group of the Board involving the Chair and key board members to engage with the Arts Council and Executive officers to implement the recovery/change project  

· reviews of the governance and/or leadership team which could include

skills audits, review of selection processes, performance reviews and changes in the organisation’s management, including the membership of its Board and senior management team
· thorough and detailed review of the organisation’s finances, financial

systems and reporting

· Arts Council approval of a new business plan, which demonstrates

increasing earned income, deficit reduction or other conditions as

necessary

· review by the Arts Council and other stakeholders to determine strategic priorities for the organisation in return for investment

· Arts Council approval of, and subsequent implementation of, a new

audience development strategy
· Arts Council approval of, and subsequent implementation of, plans for generating income and/or building reserves 
· high frequency financial monitoring by the Arts Council 
· implementation of improvement plans, approved by the Arts Council and

subject to progress reviews

6. Monitoring
The Arts Council will review the performance of the financial intervention project against milestones at least quarterly and look ahead to anticipate issues in the next quarter, as well as more distant milestones. The importance of this forward review is as great as the retrospective review in ensuring that any possible variances against the project are identified early and the necessary steps put in place to address potential problems.
6 Making a complaint
As an organisation, we will always listen to and respond to any concerns that you may have. If you would like to make a complaint about either the service you have received from Arts Council England or the way we have handled your application, we have a process that you can use.

Please note that Arts Council England does not have an appeals process and for this reason, we are unable to accept complaints that relate solely to the decision we have made rather than how we have made it.

For more information, please visit the ‘Complaints’ section of our website, under ‘Contact us.’(artscouncil.org.uk/contact). Additionally, you can email complaints@artscouncil.org.uk or call our Customer Services team on 0161 934 4317 for more information.

7 Data protection and Freedom of Information
We will use the information you give us during assessment and during the life of your grant (if awarded) to administer and analyse grants and for our own research purposes. We may give copies of all or some of this information to individuals and organisations we consult when assessing applications, administering the programme, monitoring grants and evaluating funding processes and impacts. These individuals and organisations may include consultants
, accountants, external evaluators and other organisations or groups involved in delivering the project. 
We may share information with organisations and individuals with a legitimate interest in Lottery applications and grants or specific funding programmes. 
Data protection
The Arts Council is committed to using any personal information (or personal data) we collect on a lawful, fair and transparent basis, respecting your legal rights as an individual in accordance with the EU General Data Protection Regulation (2016/679), the UK Data Protection Act 2018 and other applicable laws that regulate the use and privacy of personal data (Data Protection Law). 

As part of us meeting this requirement, we have published our General Privacy Notice for you to refer to here. This tells you more about the personal data the Arts Council collects; the different purposes that we use it for and on what legal basis; who we may share that personal data with; how long we keep it; and your legal rights, including your right to contact us and receive information regarding the personal data about you that we may hold from time to time.

For further information about our obligations and your rights under Data Protection Law, as well as how to report a concern if you believe that your personal data is being collected or used illegally, please also see the Information Commissioner’s Office website at www.ico.org.uk 

Freedom of Information Act

The Arts Council is committed to being as open as possible. We believe that the public has a right to know how we spend public funds and how we make our funding decisions. 

We are also listed as a public authority under the Freedom of Information Act 2000. By law, we may have to provide your application documents and information about how we have reached our decision to any member of the public who asks for them under the Freedom of Information Act 2000.

We may not release those parts of the documents which are covered by one or more of the exemptions under the Act. Please see the Freedom of Information website at www.ico.gov.uk for information about freedom of information generally and the exemptions.

We will not release any information about applications whilst we are making a decision, as this may interfere with the decision-making process.

You can find out more about the Freedom of Information Act in the information sheet ‘How we treat your application under the Freedom of Information Act’, on our website.

8 Fraud prevention

As an organisation that gives out public funds, we may carry out checks on the personal and financial information you provide us. If you provide false, fraudulent or inaccurate information in your application or at any point in the life of any funding agreement we award you, we may share the information about you with other national lottery distribution bodies and relevant external bodies to prevent fraud and money laundering. If we identify or suspect fraudulent activity we will report this to the police and take appropriate action.

Applicants should be aware that Arts Council England conducts checks on a sample of applications every year to ensure that our funding is being used appropriately. We reserve the right to ask successful applicants for access to all their documentation relating to their activity, and therefore grantholders must keep clear records of project management and financial records for us to access when required. 

� By ‘National Portfolio Organisations’ we mean those organisations funded by Arts Council England through its 2018-22 National Portfolio programme. Full details can be found on our � HYPERLINK "https://www.artscouncil.org.uk/how-we-invest-public-money/national-portfolio-2018-22" ��website� 


� Refer to the sections ‘Keeping to the terms and conditions of the funding agreement’ and ‘When organisations are in difficulty’


� For further information see separate guidance on ‘� HYPERLINK "https://www.artscouncil.org.uk/sites/default/files/download-file/Funding_organisations_outside_the_portfolio201809.docx_.pdf" ��Organisations withdrawing from the National Portfolio and being funded by an alternate mechanism�’ 


� ie an agreed rescheduling of payments across a funding period to facilitate short-medium cash flow management 


� ie a period during which an organisation’s activity ceases or is reduced, for example to allow for developing and implementing new business and/or artistic models 


� Should consultants be appointed by the Arts Council, organisations would be required to engage with them and ensure access to premises and �documentation as required
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