Rules for extending a contract
Introduction

Where extensions to existing contracts are made, the extensions must be determined in accordance with the contract terms, for a specified period and made in accordance with the principles set out in the SHFT Standing Financial Instructions and the Procurement Manual.
Extensions are to be fully documented including the reasons for the extension – e.g. based on good performance. Prior to extending, ensure the contract is capable of extension – check with Procurement team for guidance.
Any extension must be:

· Fully documented and notified to the Procurement team to update Contract database. 

· Subject to approval from the relevant Senior Manager/Project lead, this shall include reasons for the extension which demonstrates that the need for the extension is genuine.
 

Any extension must take into account:

 

· Probity

· Best value/value for money principles
The contract terms should contain a clause stating the grounds for extension see below example:

Subject to satisfactory performance by the Supplier during the Agreement Period, the Client may wish to extend the Agreement for a further period of up to X year(s). The Client may approach the Supplier if it wishes to do so before the end of the Agreement Period. No extension of this Agreement shall be valid unless it is in accordance with Law and is in writing and signed by or on behalf of each of the Parties. The provisions of this Agreement will apply throughout any such extended period. [i.e.This should be in relation to contract extension as described within the Public Contracts Regulations 2015 (or as amended)]
2. The problems with contract extensions arises where either there is no provision for extension within the contract or the potential for extension was not made clear at the outset or where the arrangements for the contract extension result in renegotiations. In these circumstances, there are specific provisions which apply in the context of contracts subject to the Public Contracts Regulations 2015 and you must seek advice from Procurement Team.

For contracts not subject to the Public Contracts Regulations 2015 then the basic principle is that any period of extension should be limited, for a specified period and the effect of the extension should not be such as to create a disproportionate expansion in the coverage either in terms of value, time period or subject matter of the contract.  This is because it may well be regarded as anti-competitive to agree an extension of the contract which effectively awards a valuable opportunity to the existing supplier without having exposed that opportunity to competition and providing other providers with the opportunity to deliver those additional requirements. 
 
3. Any extension of the subject matter (as opposed to the contract period) of a contract can generally only be permitted in accordance with the provisions of the contract or in very exceptional circumstances covered by the Public Contracts Regulations 2015.  For longer term or major contracts, there are often provisions that allow for the evolution of the contract to meet the Group's needs, for example, by way of continuous efficiency and improvements clauses.  Most of these contracts also incorporate mechanisms to allow for a certain degree of variation or change to reflect the practical issues associated with implementation and ongoing service delivery.  Contracts must not be drafted in such a way as to be so flexible that they are in breach of the basic requirement that the contract terms must be clear and certain or to allow for changes which are so significant as to be potentially anti competitive because, for example, they effectively amount to the award of a new contract.

 

4. Particular caution should be exercised in terms of the practical effect of an extension on the contract value.  In no circumstances should an extension be made to a contract that has the effect of increasing the contract to a value over the Public Contracts Regulations thresholds in force at that time.

Extension template letter attached.
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Dear Chris Ward
Date 11/11/2024
This extension of contract is made this day of, 11/11/2024, for the purpose of extending the contract known as Resus Bags Managed Service (SH0386) dated 2/9/2016 (original contract) between Hampshire and Isle of Wight Healthcare NHS Foundation Trust and Open House products Ltd. (the parties).

1. The original contract, which is attached hereto as a part of this extension, is described below and ended on 1/9/2023

      Supply of Resus Bags Managed Service
2. The parties agree to extend the original contract for an additional period, which will begin immediately upon the expiration of the original time period and will end on 1/9/2026,

3. This extension binds and benefits both parties and any successors or assigns. This document including the attached original contract is the entire agreement between the parties.

All other terms and conditions of the original contract remain unchanged.
Signature ________________ 

Signature _______________

Printed __________________

Printed _________________

Address _________________

Address ________________


   _________________

            ________________

Dated 
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Address

Dated 

