BIRMINGHAM CITY COUNCIL

EXTRAORDINARY CORPORATE AND FINANCE
0&S COMMITTEE MEETING

Minutes of the meeting held on 7*" November 2024 at 10.30 hours in
Committee Room 3 & 4, Council House, Victoria Square, Birmingham

Present:

Councillor Sir Albert Bore (Chair)

Councillors: Deirdre Alden, Fred Grindrod, Shabrana Hussain, Kerry Jenkins, Lee Marsham,
Jamie Tennant, Paul Tilsley, and Alex Yip.

Also Present:
Councillor Lisa Trickett

Councillor Karen McCarthy, Cabinet Member, Finance

Fiona Greenway, Director of Finance & Section 151 Officer

Mohammed Sajid, Interim Head of Financial Strategy

Chris Tate, Strategic Advisor for Finance

John Biggs, Political Advisor (Online)

Max Caller, Commissioner

Chris Tambini, Commissioner

Fiona Bottrill, Senior Overview and Scrutiny Manager

Shilpa Manek, Interim Scrutiny & Committee Officer

46.

47.

NOTICE OF RECORDING/WEBCAST

The Chair advised that the meeting would be webcast for live and subsequent broadcast
via the Council's Public-I microsite and that members of the press/public may record
and take photographs except where there were confidential or exempt items.

APOLOGIES

Apologies for non-attendance were tendered on behalf of Councillors Katherine Iroh
and Ewan Mackey. Councillor Lisa Trickett was attending the meeting in Clir. Iroh’s
absence as Deputy Chair of the Economy and Skills Overview and Scrutiny Committee.



48.

49.

The Chair confirmed that Clir. Trickett would be able to contribute to the discussion at
the meeting but would not have voting rights.

DECLARATIONS OF INTERESTS

Declarations of interest were received from Councillor Jenkins as she is employed by
Unite the Union but has no involvement with any employee at the Council, and
Councillor Grindrod as he is employed by NASUWT, the Teachers’ Union, and has no
involvement with any employee at the Council.

SECTION 151 OFFICER UPDATE

The meeting was informed that the action for information requested in relation to the
reserves in 2022/23 from the 6 September meeting (Minute Number 17) had been
circulated.

The Chair informed the Committee there was no report available for the item as the
Cabinet report has not yet been published. The Section 151 Officer had prepared a
presentation that was tabled at the meeting. The Cabinet Member confirmed that work
is ongoing to keep the 2024/25 budget on track and develop the 2025/26 proposal and
the additional work to consider the Government’s Autumn Budget Statement had
delayed the report. Members expressed concern that Scrutiny has not been able to
undertake its role due to late Cabinet reports and this needed to be addressed to ensure
Scrutiny is involved in the development of the 2025/26 budget. Members also
expressed the view that it was unacceptable that report to other Overview and Scrutiny
Committees had been late or withdrawn and asked the Managing Director to work with
the Lead Commissioner to ensure that reports came to Committees in a timely manner.

The Section 151 Officer highlighted the following points to the Committee:

e Consideration had been given to the autumn budget statement and the further
detail that would be available ahead of Christmas on the local provisional finance
settlement. The impacts of the budget settlement for the Council were highlighted.

e |t was important to stay sighted that at the end of Quarter 1, there was an
underspend of £5m on the 2024/25 budget and a breakdown of the figures was
given.

e Alot of work was ongoing on the medium-term financial plan for 2025-26 to 2028-
29 to avoid being in a one-year budget cycle. The Corporate Leadership Team and
Cabinet Members had been reviewing the mitigations for pressures alongside
identifying savings to close the forecast budget gap.

e The budget timeline was set out for Members and that all suggestions have been
considered to make recommendations to members. The budget reports would be
presented to Cabinet and City Council in February.

The following Member questions and Officer responses were discussed at the meeting:

e |t was confirmed that there could be an opportunity at the November and
December Corporate and Finance OSC to look at shaping the budget before the



February Cabinet meeting. Officers reported that there would be an interim
budget report to the January Cabinet meeting.

The Employer National Insurance was quoted as £12m in the report and it was
queried whether this was for current staffing levels or predicted levels for the
current financial year. The Section 151 Officer responded that the £12m figure for
staffing was for current levels and if there were any reductions, the figure would
be amended.

The timing of the local government financial settlement was not helpful and the
multi-year settlement from 2026 will assist the development of a robust Medium
Term Financial Plan. Normally the final settlement figure did not differ much from
the provisional figure.

With regard to the budget timeline, Members noted the Commissioners
comments regarding poor governance, and it was highlighted that there was a risk
that there would not be sufficient time for proper scrutiny and member
engagement in the budget process.

The Chair noted that the Commissioners’ report and the Section 151 Officer report
both identified issues with the previous years’ budget that required corrections
and have been underlying factors in the Council’s financial problems.

Members noted that the Section 151 Officer reported that the correction to the
base budget position was hopefully resolved, but what was the risk that the base
budget is not correct and how big was the variance if this is not resolved? The
Officers responded that the savings for Q1 and Q2 were on track, so the base
budget had been sufficiently corrected.

The pressures from temporary accommodation had a large impact on the HRA and
general fund budget. Had a finance and risk assessment been carried out on
expanding the current housing acquisitions programme to reduce temporary
accommodation costs? The Interim Head of Financial Strategy reported that the
HRA had significant acquisitions funded by receipts and borrowing and the
programme was being formulated for Cabinet and Scrutiny.

What were the views of the Commissioners on where the Council was with respect
to the savings as there was not much commentary in the report. What RAG rating
would be given by Officers? No assurance could be provided in relation to any
additional unknown costs e.g. claims, however the General Fund balance was at 5%
which addresses any risk, and a RAG rating of Green was provided on the
assurance that the assumptions for the 24/25 budget are correct. The Cabinet
Member confirmed there have been rigorous process had been carried out to
identify the gaps.

Members noted the Commissioners’ comments that there was a serious failure in
the Council’s strategic planning and decision-making function and its ability to
recognise this and take corrective actions. Lessons has not been being learnt to
prevent the failures. Were actions being taken to prevent uses of one-offs savings
and non-delivery of savings? The Chair asked the Commissioners if the Council had
moved on from the position in April 2024. Officers responded that a full review
had been carried out for 2023/24 and 2024/25 and where extra efficiencies have



been identified, funding was returned to the centre. In terms of monitoring savings,
officers had tried not to use one-offs to balance that, only permanent mitigations
were being taken forward. Delivering ongoing saving was a requirement of the
Exceptional Financial Support.

The Managing Director commented that it was essential to move forwards,
towards a proper process of a medium-term financial plan for the Council over
multiple years that stayed within means and that allowed timely scrutiny. As well
as this, ongoing savings would need to be made year-on-year.

With respect to equal pay, was there a timeline of when the external auditors
report would be completed and what was the cost of that report to the Council?
The Officers reported that the understanding was that the report from the
external auditors would be available in the New Year. The cost to the Council of
the external auditor report would be requested and shared. The budget pressures,
savings and the collection fund deficit were further broken down to clarify Oracle
related costs. The Section 151 Officer informed the Committee that the budgeting
modelling process was not dependent on Oracle or SAP, but there were some
structural issues with the 2022/23 budget. The Section 114 notice was issued due
to two reasons that carry equal weight, the equal pay potential liability and the
budget gap of £87m.

Did the Section 151 Officer have reassurance that Cabinet was looking at the
further large budget savings and how successful were the asset sales and how long
would these continue? The Cabinet Member responded that it was a circular
process in terms of the proposals coming forward and then back and forth to find
more. The asset sales were being looked at on a ward-by-ward basis, engaging
with Members.

Members noted the importance of having a shared understanding of the baseline
figures including potential Equal Pay liability as different figures have been shared.
There was a need to have confidence in the financial information while Oracle is
not working, and an example was given of residents who were being contacted to
pay debts that they could evidence they had paid.

The full cost of asset disposal was also an issue for members including the costs of
companies involved in the disposal process and the debt incurred through the sale
of Perry Barr and the need to be able to communicate this clearly to the public.
Officers responded that for the Perry Barr project it was intended that costs and
borrowing would be repaid through the asset sales. Around £300m has been
borrowed and the estimated receipt of £150m would leave £150m of borrowing
notionally unpaid. This would be a cost to the Council of £8m per year over 40
years and this had been built into the budget. The Cabinet Member offered to
follow up with the Deputy Leader regarding a meeting that took place regarding
the use of Perry Barr for social housing.

The Section 151 Officer reported that the potential Equal Pay liability including
Housing was around £860m. It is a requirement that this is included in the accounts
as claims had been made. Officers offered to provide the accounting rules to set
out the figures for the potential Equal Pay liability and the Chair confirmed this



50.

would be useful for the Committee. A key message was that the potential Equal
Pay Liability is not causing the structural deficit in the budget.

In response to a question about the assurance of the finance figures, the Section
151 Officer responded assurance was growing. Audit Committee has considered
fraud, and controls are being put in the system. Oracle does not have the capability
to provide the financial information for the budget.

It was noted that additional pressures had been identified of £46m for 2025/26
and £116m for 2026/27.

Information provided in response to a question to Council set out that there has
been a cost to the Council of £1.3m since 2017 to maintain the Brasshouse which
was identified as surplus in 2016. The Section 151 Officer agreed to provide a
written response to this issue regarding the Brasshouse.

Members expressed concern regarding the legality of the 2022/23 budget and that
asset valuations were out of date, particularly land that had been valued prior to
HS2 and that the land sold to Birmingham City Football Club was sold at a low asset
value and an asset that has been a book price of £50m and was sold for £30m. The
Cabinet Member offered to pick up with officers regarding the sale this asset.

The Interim Head of Financial Strategy agreed to provide a breakdown of the
current and project borrowing.

Members asked what was the in-year predicted overspend for 2024/25? Officers
responded that the net overspend because of the Exceptional Financial Support
was £225m which was down to £220m at the end of Quarter 1 due to a £5m service
underspend. This was in addition to the £66m and £74 overspend from previous
years.

The Managing Director commented that the Council should have an Asset
Management Strategy, but this was not currently in place. This would be brought
forward in addition to the medium-term financial plan for the revenue budget,
starting to bring forward a formal plan on the capital budget that would be
underpinned by an Asset Management Strategy.

Members thanked officers for the presentation.

RESOLVED: -

That the Corporate and Finance Overview and Scrutiny Committee (OSC) noted the
Section 151 Officer Update.

COMMISSIONERS’ REPORT

The Chair welcomed Lead Commissioner and Finance Commissioner to the meeting.
Max Caller made the following comments:

The Commissioners were not accountable the Council, they were accountable to
the Secretary of State (SoS), but agreement has been made that he would accept
invitations to present the Commissioners Report to the Secretary of State to the
Scrutiny Committee once it has been published. The report had not been



published until the SoS had commented and it had been presented at Parliament.
Another report would be prepared in the New Year.

There has been no inspection report before Intervention. The example was given
of Liverpool Council and how they had responded to the Best Value Inspection and
had started work before the Commissioners were appointed. Birmingham City
Council had waited until the Commissioners arrived and directions were made in
November 2023, losing the summer period to prepare. This decision had resulted
in rushed actions and decisions being made to make savings, not necessarily being
the correct actions.

The massive expense of temporary and agency staff had not been addressed and
there was no strategy in place to take on permanent staff who were interested in
the authority and wanted to stay.

The Leader, Cabinet and new Managing Director were completely committed to
changing the position and were making a difference — much of this work had been
achieved in the last 3 — 4 months. However, some staff have not understood the
financial controls and governance requirements.

The Council had not implemented findings of previous review to improve services.
The Exceptional Financial Support was more of an “authorised overdraft”, paying
for inadequate services such as waste and street scene services. These had been
ignored over many years but were now being corrected.

The biggest issue was Equal Pay, where £1.4b had been paid out in previous
settlement payments and work was on going to revolve the current Equal Pay
issues.

More needed to be done to reduce the structural overspend.

Commissioners had had no part in negotiations with any purchasers for any asset
sales but noted that the majority of major assets that have been sold were going
to be sold anyway but have been brought forward.

When considering Best Value and Best Consideration in relation to assets sales the
Council needs to consider the cost of retaining assets and securing assets and
business rates.

There would be another Commissioners’ Report to the Secretary of State in the
New Year.

It is a requirement of the agreement for Exceptional Financial Support that the
Commissioners are convinced that the Council has effective governance
arrangements and is serious about the commitment to implement the agreed
strategies and make the savings.

It was noted that the sale of properties in Perry Barr will deliver more affordable
housing that the planning consent outlined. However, there are lessons to be
learned about the difference between a valuation report and development
initiative and the technical detail required to enable good decisions.

Chris Tambini, Commissioner, commented:

That he agreed that more could have been done over the summer to develop
savings, but progress has been made over the last few months.

There is more work to be done to develop the savings proposals to demonstrate
they are credible and deliverable, and these are likely to be technically difficult to
deliver.



The following questions were asked by Members:

Members were keen to understand where the Council was now in comparison to
where it was in April 2024, what the Commissioners current concerns were and
what role scrutiny committees could play over the coming year and how Scrutiny
can work with Commissioners to develop a citizen focussed intervention including
meaningful engagement and consultation.

In 2021, CIPFA had praised the Council for its sound financial management, had
the structural deficit been present then and had it been missed by CIPFA? Had the
issues begun before 2021, or had they occurred as a result of Oracle? The
structural deficit had increased since the Commissioners and was there a different
way to deal with the current issues?

Many Members were also surprised that work on savings had not progressed over
the summer. The continued use of agency temporary staff was not a good use of
resources, including paying back the apprenticeship levy. There were many
conflicting, competing priorities of achieving best value and the guidance for the
delivery of services and the need for a focus on citizen issues and understanding
the impact of savings for communities.

The need to consider the change of use for assets that are sold and the pressures
that will create for transport and servicing the site and that making decision quickly
may mean that bad decisions are made.

In comparison with Liverpool, there was a lack of urgency in Birmingham but that
lessons were learned from this. The speed of asset sale may affect the value. There
needed for cultural change, and a need to reform and address the governance
issues. The Council’s recovery needed to be built on integrity or honesty, or
problems will be repeated. How will the Council learn lessons and achieve lasting
cultural change?

A request was made for Commissioners to attend a future meeting of the Health
and Adult Social Care Committee,

Was it the Commissioners opinion that the recommendations in the report by
Sheffield University could be considered by the Minister?

What is the role of Commissioners communicating through the media align with
the need for clear accountability and governance?

Could commentary in the Commissioners comment on the report to Overview and
Scrutiny Committees provide an ongoing update to Committees on the Council’s
improvement journey?

The Managing Director commented that she was aware of the consequences of
failure in governance, financial management, equal pay and the underlying culture
in the organisation when she accepted the position and wants the Council to
return to be the best in Local Government. This included recruiting and retaining
good quality staff that reflect the community, staff paid fairly, supported to do the
work and also managed with accountability. It had been the failure of not having
a stable management structure and the there is a need to strengthen the
corporate oversight, the need to remove duplication, delivering budget savings,
working more effectively and not in silo. The new structure did not include a new
layer of posts. The Council need the capacity to deliver change and a strong
corporate oversight. There was a need to shape a council moving forwards and a
need for all to come together, restructure and manage, going through a



51.

52.

transformation for the council. Alongside the Medium-Term Financial Plan, the
Target Operating Model will set out what the Council looks like and the services it
delivers. The Managing Director offered to come back to a future meeting to
discuss this further.

Chris Tambini responded that he was a Member of CIPFA. It was his view that there
were long running issues at the Council when the CIPFA report was written in 2021.
This is also set out in the Centre for Governance and Scrutiny Report.

Commissioners are open to considering alternative options and he had engaged with
Sheffield University and there are processes to consider options engage with officers
and also members through the Finance Board. The Commissioner outlined the
additional cost to the Council were it to pursue the recommendations of the Sheffield
University report and the need to resolve the issues quickly.

Max Caller responded that the role of scrutiny was interesting. He commented that
0&S Committee Chairs did not routinely attend Cabinet to report on their scrutiny
committees, this was very important to do. The Improvement and Recovery Plan (IRP)
linked to the City Vision was not just about savings proposals but also culture which
could form a bigger part of the Scrutiny work programme. Scrutiny needed to be agile
and arrange meetings to respond to issues as they arise. It seemed that things had got
worse as not everything had been previously reported. The role of Commissioners is
to operate the Direction from the Secretary of State, and this does not include
attending individual Overview and Scrutiny Committee meetings. Commissioners have
taken a light touch approach but will intervene if the Council is not complying with the
agreements it has made in terms of Exceptional Financial Support. The Council had to
make changes and culture was the biggest challenge.

The Chair commented that the culture was slowly changing, and discussions were
taking place on how better the scrutiny voice could be heard and attendance at
Cabinet meetings.

RESOLVED: -

That the Committee considered and noted the Commissioners Report and asked the
relevant questions for clarification.

RECOMMENDATIONS OF THE 20 SEPTEMBER BUDGET SCRUTINY TASK AND FINISH
GROUP

The Chair introduced the item and informed the Committee that if the
recommendations were agreed, they would be presented at Cabinet.

RESOLVED: -

That the Committee agreed the recommendations of the 20 September budget
scrutiny task and finish group.

OTHER URGENT BUSINESS

There was no other urgent business received.



53. DATE OF NEXT MEETING

RESOLVED:

That the next scheduled meeting would take place on 22 November 2024. The
meeting may be followed by a Task and Finish Group meeting, but this was to be
confirmed.

The meeting ended at 13.10.

Chair’s signature:
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