. . J
Community Services Wik
- NSW
Funding Framework

Released January 2026

dcj.nsw.gov.au/service-providers/secure-jobs-and-funding-certainty-for-community-services/funding-framework

| y -



http://dcj.nsw.gov.au/service-providers/secure-jobs-and-funding-certainty-for-community-services/funding-framework

Introduction

The NSW Government recognises the crucial role that community service providers play

in delivering services to support individuals, families and communities across the state.

As the needs of communities continue to evolve, it's important that the planning and funding of
community services is guided by principles that promote stability, transparency and collaboration.

The Community Services Funding Framework (the Funding Framework) has been developed to
provide a consistent, all-of-government approach to how community services are contracted,
funded and managed. It reflects the NSW Government’s commitment to increasing job security
and funding certainty for the sector, aligning closely with the vision and principles of the Secure
Jobs and Funding Certainty (SJFC) Roadmap launched in 2025.

The framework aligns with the Community Services Jobs Compact which outlines the principles
to support community service providers through contracts that enable a stable and supported
workforce. The Jobs Compact reflects how longer-term funding arrangements under the SJFC
Roadmap will support increased funding certainty and more secure employment.

This Funding Framework outlines the principles that underpin the government’s engagement
with community service providers, including moving to contracts of up to 5 years, and provision
for performance management, pricing, and decommissioning processes. It's designed to foster
strong collaboration between government and the sector, ensuring that services are delivered
effectively and sustainably to meet the needs of communities.

Developed in consultation with the community sector, the Australian Services Union,

and key government funding agencies, this framework represents a shared commitment to
high-quality outcomes, effectiveness and long-term service viability. It serves as a foundational
guide for agencies and community sector organisations navigating the contracting and
procurement of community services, complementing existing NSW Government procurement
policies and directions.

Using the Funding
Framework

Guidelines will support the implementation of the Funding Framework. The guidelines will aim
to provide practical direction for both service providers and government agencies, and support
effective collaboration through the commissioning process.

The Funding Framework will be applied by human services funding agencies, as programs eligible
to transition to contracts of up to 5 years, enter into commissioning or recommissioning.
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Community Services Funding
Framework

The NSW Government’s Community Services Funding
Framework (the Funding Framework) supports increasing

job security and funding certainty. The principles are designed
to guide how government:

« works with community service providers

supports a contracting framework that supports arrangements up to 5 years or, where agreed,
longer

« commissions and procures community services
prices the delivery of community services
manages performance and reporting

+ decommissions community services when a program is ceasing or transitioning to another
service provider.

This Funding Framework complements and aligns with the vision and principles outlined in
the SJFC Roadmap launched in 2025 and the SJFC Jobs Compact. The SJFC Roadmap sets out
a shared vision for the NSW Government and the community services sector to increase job
security and funding certainty across the sector.

Consistent with this intent, this Funding Framework provides principles to help guide agencies
and non-government organisations to navigate the process of contracting programs and services.
More specific and functional guidance for procurement can be found in NSW Government
procurement policies and relevant Procurement Board directions.
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Scope

In scope

The Roadmap and this Funding Framework are limited to NSW Government directly funded
community services (see SJFC Roadmap for further details), which include:

* Aboriginal and Torres Strait < Disability advocacy services + Out-of-home care services

Islander community services Early childhood education * Respite care services

*  Accommodation support services
services

» Sexual assault services

* Employment services + Settlement and refugee

+ Family and domestic services
* Alcohol and other drug violence services
services

« Advocacy services

+ Social housing services
+ Family support services Soci

+ Social work
* Child safety and support

; * Financial counselling
services

. * Women’s health support
services

C n . services
« Community care services . -
. Foster care services * Youth justice services
« Community development

. + Homelessness support
services

services
« LGBTQI+ services

* Migrant and multicultural
support services

* Youth support services.

« Community education
services

« Community legal services

* Community-managed mental

. Neighbourhood and local
health support services

community services

The scope of the Funding Framework is limited to NSW Government directly funded community
services under a contracting instrument that has provisions for contract variation and/or
contract extension.

Out of scope

* Grants administered under the NSW Grants Administration Guide.
« Commonwealth funding agreements/arrangements with NSW community service providers.

+ Joint Commonwealth and NSW-funded programs and arrangements with NSW community
service providers.

+ Markets where the Commonwealth has a lead role in price setting. For example, services
that fall under the scope of the National Health Reform Agreement where both the NSW
Government and the Commonwealth have a role in setting the price via the National Efficient
Price and the State Efficient Price.

«  Community services provided by public health organisations (as defined under Section 7 of the
Health Services Act 1997), including affiliated health organisations.
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Exceptions to grants out of scope

Some NSW Government agencies have typically offered funding to service providers as grants
(rather than as ‘commissioned services’), this largely applying to NSW Health. In some of these
cases, the funding arrangmements may not be considered true grants in accordance with the NSW
Grants Administration Guide introduced in September 2022'. These would therefore be in scope to
transition to up to 5-year funding agreements, in accordance with the Funding Framework.

1 NSW Grants Administration Guide March 2024 at page 17 notes that ‘a grant does not include commissioning another party to carry out work on behalf of the NSW Government (for example payments to

non-government organisations to deliver services to agency clients’.
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Procurement and
contractual context

The Funding Framework operates within the following rules and policies:

NSW Procurement Policy Framework and NSW Procurement Board Directions.
Terms and conditions of existing contracting instruments.

Alignment with relevant performance management and contract management policies,
including those outlined in this community services funding framework.

How we work with
community service providers

The following approach will underpin the collaboration between the NSW Government and
community services sector in the delivery of community services, whereby all parties jointly
strive to meet the following principles:

Consultation Flexibility Respect

Transparency Timeliness Consistency Trust
across
the NSW

Government
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Our contracting framework

The NSW Government’s community services contracting framework is underpinned by the
following guiding principles:

« NSW Government-funded community services are provided on behalf of the NSW
Government, and funding is provided to deliver benefit to the people of NSW.

* Supporting a sustainable workforce and sector is a shared priority.

« The NSW Government uses funding agreements that are enforceable as contracts because:

- contracts protect the interests of all parties by clearly stating the obligations of each
party; and

- contracts outline NSW Government payment and service provider reporting requirements
which:

supports clear accountability in line with public expectations about the administration
of public money; and

clearly details service levels and quality requirements.

+ Contracts should encourage continual performance improvement, innovation and
adaptability within the community services sector. They should include provision for
evaluation.

* As per the NSW Government commitments under Closing the Gap, Aboriginal Community
Controlled Organisations (ACCOs) and other Aboriginal-led organisations will be prioritised in
Aboriginal service delivery.

Contract term length

« Contract terms of 5 years will be suitable for many services; however, there will be some
circumstances where contracts continue to have shorter terms. For example, for pilot
projects, or where project outcomes are to be achieved in a shorter-term, the term length of
these contracts will be assessed by agencies and, where possible, they will be transitioned
to longer contract terms over time.

« The NSW Government expects community service providers that receive long-term contracts
to maximise opportunities to engage staff in more secure employment.

* The long-term sustainability of ACCOs is critical to quality service delivery in the community.
Different organisations will build capability at different rates. Some services may continue to
be provided via mainstream services during this transition period, and there will not be a one-
size-fits-all solution.
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How we commission and
procure community services

The NSW Government approach to commissioning and procuring community services is
underpinned by the following guiding principles:

« Through the NSW Government’s procurement of funded community services, we aim to:

- put clients and outcomes at the centre of what we do

- maximise the benefits achieved through available funding and ensure overall value for
money for taxpayers

- provide a range of services that are responsive and relevant to clients and communities

- increase the ability of service providers to deliver enhanced outcomes by increasing job
security and funding certainty for the sector

- foster effective relationships with the non-government sector to maximise outcomes for
clients

- facilitate excellence, innovation and diversity in service provision

- ensure that service delivery is informed by research, evidence and best practice.

« In the community services sector, where the prices for service activities are mostly set by the
agency and guided by the market, competition is based on value for money and innovation
rather than price alone.

+ The NSW Government will use a range of commissioning and procurement approaches that
are client-focused and support stable and high-quality service delivery that is responsive to
community needs. One of these approaches is competitive tendering, but this will not be the
only form of procurement used.

« The NSW Government will ensure that commissioning and procurement approaches meet
legislation and whole-of-government procurement policies.

« Targeted strategies will be implemented for engaging with ACCOs to support Closing the
Gap priorities, including redirecting existing funding to ACCOs and developing community-
led design and delivery of services.

* Prompt procurement, contracting and funding processes will be facilitated to ensure
communities receive timely support when needed, including in times of crisis or disaster.

« All parties recognise that the end of contracts can bring uncertainty for both clients and the
workforce. Under the Funding Framework, parties will endeavour to commence discussions
as early as possible on expected next steps.
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How we fund the delivery
of community services

The NSW Government approach to pricing community services is underpinned by the
following guiding principles:

« The NSW Government allocates funding for community services based on need, impact,
outcomes and alignment with government priorities.

« The NSW Government funds community service providers to:

- deliver high quality, effective and evidence-based community services
- sustain a stable, trained and supported workforce

- ensure overall value for money for taxpayers (where value for money may consider the
maximum effectiveness and impact for program spend).

* When preparing the contract, the NSW Government, in consultation with the service provider,
will endeavour to capture the full 5-year-costs required for sustainable service delivery. This
should take into account foreseeable changes to the cost of delivering services over the
term of the contract. Price assumptions can be discussed during consultation, if required.

« The NSW Government will consistently apply any approved indexation rate to all contracts
within the scope of the Secure Jobs and Funding Certainty commitment.

AN
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How we manage contracts
and develop reporting
requirements for community
services funding agreements

The NSW Government approach to managing contracts, performance and reporting of
community services is underpinned by the following guiding principles:

Performance Management and Reporting

+ Performance expectations will be mutually agreed and clearly defined in contracts, ensuring
shared understanding of objectives, deliverables and success measure.

« The NSW Government will foster open, ongoing and constructive dialogue with service
providers, including regular feedback and support to promote continual improvement and
strong collaboration.

« Performance of service providers will be assessed through transparent processes.
Underperformance will be addressed through structured responses, with reference to data
and evidence relating to key performance indicators or agreed measures of delivery. Insights
from performance reviews will drive innovation, process enhancements and long-term
capability building.

+ The NSW Government and service providers will work together to:
- ensure programs are evidence-based using data to inform their sustainability
- define fit-for-purpose evaluation frameworks with key performance indicators

- proactively identify potential risks and manage them throughout the contract lifecycle to
minimise disruptions and maintain service delivery.

+ Key performance activities, decisions and actions will be well-documented and accessible to
relevant stakeholders for accountability and learning.

* Reporting will be:

- proportionate to the contract size, length or risk, in terms of depth and frequency of
reporting -recognising that size may refer to contract value or scope of deliverables,
length to duration, and risk to factors such as the number or type of client services and
overall program complexity

- sufficient to ensure accountability and enable effective monitoring of program and
contract performance against agreed goals, deliverables and budget and the use of
government funds, while minimising administrative burden as much as possible.
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« Service providers that receive 5-year contract terms will be expected to report on staffing
employment types including the level of permanent employment within the program.

+ Tailored approaches will be developed for engaging with ACCQOs, recognising their unique
context and needs, noting:

- the needs of Aboriginal communities and peoples are central to the design and delivery of
community services so that self-determination is increased

- Aboriginal peoples and communities have decision-making authority and the self-
determination to make decisions that affect their lives, lands, cultures and future.
Approaches will align with Closing the Gap commitments and initiatives.

+ The NSW Government will be flexible in how it engages with service providers during
natural disasters, enabling responsive support for NSW communities. This may include the
suspension of reporting and achievement of key deliverables for an agreed period of time
until the disaster event is addressed.
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How we transition services
to another provider or
decommission community
services when a program
IS ceasing

The NSW Government approach to transition or decommission community services is based on
the following guiding principles:

+ End-of-program and contract arrangements will be discussed by all parties at the time of
entering into a contract and clearly articulated in the contract.

* The NSW Government and funded community service providers will work together to
minimise disruption, where possible, to enable continuity of employment and service
provision; for example, where services are transitioning to another provider.
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