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Section 114 Spend Control Manual

Guidance issued to support the Section 114 Report to all Elected
Members of Birmingham City Council under Section 114 (3) of the
Local Government Finance Act 1988, by Fiona Greenway CPFA,
Interim Director of Finance (Section 151 Officer)

S114 Notice [for information]
Contents:
1. Spending Controls under the Section 114 Notice (page 2)
2. Process for Spending Controls and Approvals (page 3-4)

3. Wider activities to address financial challenges (page 5)

Appendices:
i. Examples of essential and non-essential spending (page 6)

ii. Frequently Asked Questions (page 7)

Temporary Measures are now in force such that all non-essential
expenditure will now stop with immediate effect without written
confirmation from the Section 151 Officer. For avoidance of doubt,
non-compliance with this requirement will be considered a
disciplinary matter by the Council. This supersedes all previous
guidance on non-essential expenditure, with no exclusions or
delegations of authority to Corporate Leadership Team (CLT).
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1. Spending Controls under the Section 114 Notice

This section relates to new spending requests. Under the Section 114 notice, only essential spending
requests will be approved. This means that no new non-essential spending is allowed and any new
essential spending is only allowed subject to the approval process outlined in this document.

1.1.What is essential spending?

1.1.1.

1.1.2.

1.1.3.

1.1.4.

1.1.5.

Is the spend request related to a clear (and referenced) statutory obligation?
a) This includes regulatory and legal requirements — i.e. essential health and safety

AND/OR

Will this spend request deliver a cashable saving compared to current spending within
a quantified time period?
a) Robust business case with short payback period required, i.e. less than 24 months;
b) Business Cases to be reviewed by a group (established by S151 officer);
c) Recruitment will only be allowed for posts meeting requirement of 1.1.1 above and
where the post is currently being covered by an interim and will therefore deliver
cashable savings.

AND/OR

Is this spend already legally committed? This means:
a) Existing staff payroll and pension costs;
b) Expenditure required through existing legal agreements and contracts;
c) Payments for goods and services which have already been received.

AND/OR
Is this urgent expenditure required to safeguard vulnerable citizens?
AND/OR

Does this spend impact the General Fund? If not, it is allowable l.e.:
a) s this spend fully funded by external grants (e.g. Dedicated Schools Grant)?
If this spend is partly funded by external grants, the S151 board will need to consider
the specifics of the request
b) Non-BCC funds do not impact the General Fund. Further guidance will follow on this
area.

1.2.Consideration can be given to the following spending requests, if quantified:

1.2.1.
1.2.2.

1.2.3.

1.2.4.
1.2.5.

1.2.6.

Prevents requirement for a more expensive statutory service;

Capital decisions that reduce borrowing requirements AND/OR provide a capital
receipt;

Prevents the loss of an external funding source (e.g. PFl grant from central
government) that is used to pay for a statutory service;

Generates an income stream for the Council;

A contractual obligation which is not required for statutory services, in which exiting
the contract will cost more than the proposed spend requested; and

It mitigates additional commercial risk to the Council.

See Appendix 1 for examples of essential and non-essential spending.
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2. Process for Spending Controls and Approval

This section relates to the process for approval of new spending requests of any value, as detailed in
Section 1 (above). This includes setting a new board — the Section 151 Spend Control Board — that
supersedes the previous Finance Governance Board.

2.1.The Council is prevented, without explicit agreement of the Section 151 Officer, from entering
into any new agreement or commitment for expenditure until Full Council has met to consider
the Section 114 report. These controls may be re-applied after the date of this Full Council

meeting.

2.2.In practice, this means that:

2.2.1.

2.2.2.

2.2.3.

The existing scheme of Financial Delegation is superseded by the S114 notice. Only
the Section 151 Officer can sign off new spend. This applies to new spend of any
value.

Relative to existing spending controls in place across the organisation, this means that
Directorate Spending Boards (and the Finance Governance Board) do not have the
authority to approve new spending. These Boards can recommend spending to the
Section 151 Officer only — to be approved via the S151 Spend Control Board

Further details of the approval process are in paragraph 2.5 below.

2.3.5151 Spend Control Board Composition:

2.3.1.

O 0O O O O O O 0O O O

2.3.2.
o
o

2.3.3.
o

Membership:
Section 151 Officer
Head of Paid Service
Deputy Section 151 Officer
Assistant Director, Finance & Deputy Section 151 Officer
Monitoring Officer
Assistant Director, Finance Performance & Insight
Assistant Director, Procurement
Interim Director of HR
Secretariat support provided by Committee Services
Observers:
= Cabinet Member for Finance & Resources
= |ndependent Financial Advisor
=  Relevant CLT and Cabinet members for items in their Directorate
Note: Substitutes can be provided as needed based on availability.
Regularity of meetings:
Daily boards
Weekly review sessions
Outcomes:
Decisions published on CMIS as written. These will be published at a set time every
week (assume end of Friday).

2.4.Terms of Reference

2.4.1.
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To apply the Spend Controls outlined within the Section 114 report issued on 5%
September 2023, and the guidance outlined within this Spend Control Manual.
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2.5.Spending Controls Flowchart
Any financial delegations outlined in the Constitution or the scheme of delegation are now superseded by this
S114 report. Decision making power has been removed and all financial decisions must be agreed and
documented by the $151 Officer:

Key

Existing Financial $151 Spend
Regulations Controls

New Spend need arises

Spend does not meet

essential criteria and is No
rejected, as laid out in

Section 1 of this document

Is this spend essential?
Yes

Officer populates Spend Form

Directorate Spend Control Board
Including consultation with all relevant Portfolio Holders

: Y Lo Wa=ole 0o l=)i [ =1 I Items recommended for EMT discussion :
Spend rejected for approved | *w :

$151 Spend Control Board
chaired by the $151 Officer

Spend Decision

Spend rejected Spend ed ol g

-==p whether further approval is required

e.g. by Cabinet/Full Council

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Note: Spend Form will be shared shortly and mirror the criteria for essential spending outlined in Section 1 of this document.
All approvals and rejections will be documented as evidence of the application of controls.
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Financial Recovery Plan

This Section relates to work required to address the in-year and future year budget gaps, based on
existing and committed spend.

3.1.

3.2.

Review of existing revenue spend — what should be stopped, based on the criteria in Section 1
above?
3.1.1. This should be part of the scope of work being led by Fiona Greenway and Richard
Brooks on the Council’s savings programme for current and future financial years

Review of capital programme — how can the Council reduce the impact of existing borrowing
costs? Can the Council free up spending to tackle the Equal Pay liabilities? A requirement of
this work — and likely from Department for Levelling Up, Housing & Communities (DLUHC) in
advance of any Exceptional Financial Support (EFS) request — is confirmation of existing Council
resources that can be used to mitigate the scale of any EFS request. (In simple terms, how much
can the Council free up within existing resources, or what assets can it sell, to reduce the scale of
any central government EFS package.) This will include reviews of:

3.2.1. Committed capital spend: This should include a review of all current capital
programmes to understand what can be paused and what can continue

3.2.2. Borrowing costs: a review of existing borrowing to assess whether refinancing might
reduce interest costs

3.2.3. Existing reserves: this includes a review of all reserves and capital receipts that are
committed to future spending plans

3.2.4. Assets: the Council must review all assets to assess which can be sold (and estimate
the potential sale price). This will likely lead to an assets disposal programme.

3.3.This work should be owned collectively by the Executive Management Team (Cabinet members

and Corporate Leadership team members).

3.4.Section 114 controls will remain in place until a Financial Recovery Plan can be agreed by Full

Council to mitigate the budget gaps. This will include:

3.4.1. Aclear and actionable savings plan to tackle in-year and future year budget gaps —
details in this section; and
3.4.2. Resolution on the EFS available from DLUHC.

3.5. Ultimately, it will be the decision of the Section 151 officer as to whether the Financial

5|

Recovery Plan is sufficient, delivering (i.e. signs of tangible progress are clear to see), and
reported to Scrutiny to enable the lifting of the spending controls laid out in this document.

Page

OFFICIAL



BE BOLD BE BIRMINGHAM

Birmingham City Council — Section 114 Spend Control Manual

Appendix (i): Examples of essential and non-essential spending:
Essential Spending:

Statutory Services: These are services that the council is legally obligated to provide and are
considered essential. They typically include:

e Education (e.g., schools and special educational needs support)

e Social services (e.g., child protection, adult social care)

e Public safety (e.g., police and fire services)

e Waste collection and management

e Public health services (e.g., public health inspections, disease control)

e Debt Servicing: Payments on outstanding loans and debts are essential to maintain the

council's financial integrity
o Alibrary service

Staffing for Essential Services: Employee salaries and benefits related to delivering statutory services.

Maintenance and Repairs: Funding for essential infrastructure maintenance and repairs to ensure
public safety and service continuity.

Emergency Provisions: Funds set aside for unforeseen emergencies or contingencies that could
impact essential services.

Non-Essential Spending:

Discretionary Services: These services are not legally required but may enhance the quality of life in
the community. Examples include:
e Parks and recreational facilities
Cultural and arts programs
Leisure centres and sports facilities
Library Buildings

New Capital Projects: Investments in new infrastructure or construction projects that are not
immediately necessary for public safety or statutory obligations.

Consultancy and Professional Services: Spending on external consultants, advisors, or professional
services that are not directly tied to essential services or legal requirements.

Marketing and Promotion: Advertising and promotional expenses that are not critical to the delivery
of essential services.

Non-Urgent Capital Expenditures: Capital spending on equipment, vehicles, or technology upgrades
that are not immediately required for essential services.

Non-Essential Staffing: Hiring or maintaining personnel for roles not directly related to statutory
services, which may include administrative or non-essential positions.

Events and Entertainment: Expenses related to hosting events, conferences, or entertainment
activities that are not crucial for service delivery.

Non-Critical Travel and Training: Travel expenses and training programs that are not essential for
maintaining statutory services.
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Appendix (ii): Frequently Asked Questions

Do these spend controls apply to Birmingham Children’s Trust (BCT)? — These controls apply to
Birmingham Children’s Trust (as this impacts Council spending through the General Fund), and
the S151 Officer will work with the Director of Finance for the Trust to ensure spending controls
mirror the guidance set out within this document.

Do these spend controls apply to Capital spend? — These controls apply to all Council spend,
including Capital spend. As well as approval at the Directorate Spend Control Board, Capital
spend should be approved at the Capital Board prior to being added to the agenda for the S151
Spend Control Board.

Do these spend controls apply to Grants? — These controls apply to all Council spend, including
Grant and ringfenced spend. To approach Grant and ringfenced spend in the most pragmatic
way possible, we are requesting that CLT Directors (or delegates) work with Finance Business
Partners to assess Grant and ringfenced spend to identify approvals that are required for high
frequency mandatory spend. This will allow a spend decision to be documented for this type of
spend, whilst also limiting the need to repeat approvals.

What does Value for Money mean? — For all spend requests relating to Value for Money should
represent a cashable saving compared to the current spending within a quantified period of
time. This means there should be a short payback period, delivering savings or reducing costs in
a 24 month period. All business cases should be created in conjunction with Finance Business
Partners, and approved prior to submission to the S151 Spend Control Board.

Does the S151 Control Board need to approve everything? — Yes, as per the terms of the S114
notice. There needs to be a clear written and published decision for each decision made. That is
why all decisions will need to go through this board. All of these decisions will be recorded on
CMIS.

o To approach spend in the most pragmatic way possible, we are requesting that CLT
Directors (or delegates) work with Finance Business Partners to identify approvals that
are required for high frequency mandatory spend. This will allow a spend decision to be
documented for this type of spend, whilst also limiting the need to repeat approvals.

Which decisions need to go to Cabinet or Full Council? — All spending decisions need to be
approved by the S151 Officer. Once the spending decision is approved, if there is a further policy
decision to be made, a request may need to go to Cabinet or Full Council for approval. Guidance
will be provided by the Chief Monitoring Officer.

Do these spend controls apply to Accountable Bodies? — These spending controls apply to any
spending that will go through the General Fund.

What is the role of Scrutiny Committees? — It is expect that Scrutiny committees, notably
Finance & Resources, will receive a list of spending decisions made for comment and discussion.

How should spending on extraordinary items be approved? — This document states that all
spending should go through the process outlined in Section 2, namely through Directorate Spend
Control Boards and then on to the S151 Spend Control Board. This includes current work to
mitigate the issues with the Oracle.

THIS DOCUMENT WILL BE SUBJECT TO REVISION AS THE SPEND APPROVAL PROCESS EMBEDS AND

IS REVIEWED BY THE SECTION 151 SPEND CONTROL BOARD.
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