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COMPLIANCE WITH CABINET
EXPENDITURE DELEGATIONS
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3.1
Compliance with Cabinet
Expenditure Delegations

The limits determined by the Cabinet on who has authority
to spend money are part of the regime of controls over
public expenditure. As the administrators of that expenditure,
departments must ensure compliance with the limits of
the Cabinet’s delegated authority. Mostly, departments
are meeting that obligation, but there is some room for
improvement.

Background

3.101 Under the current Cabinet delegation of financial authority
to departmental chief executives and responsible ministers,’'
chief executives have full authority within the constraints of the
Public Finance Act 1989 to expend departmental cash, or incur
departmental expenses or liabilities, except in the following
four areas:

® publicity expenses;

® compensation or damages in settlement of claims;

® ex gratia expenses; and
® the purchase, development or lease of fixed assets.

3.102 The limits on financial delegations set by the Cabinet were
revised with effect from 1 July 1999, and are as shown in
Figure 3.1 on the next page.

3.103 All proposed expenses or financial commitments that
exceed a financial delegation limit require specific
Ministerial or Cabinet authorisation. This requirement
extends to subsequent variations of authority, with an
exception for operational simplicity.”

1 Promulgated in Cabinet Office Circular CO (99) 7, 30 June 1999.

2 \Variations to the purchase, development or lease of fixed assets that do not exceed
10% of the value of the initial authorisation (and the new cost does not exceed the 29
delegation limit of the issuer of the initial authorisation) are excluded.



=
Lul
Z
0
<
o
T
=
2
m
o
Z
<
|
o
=
o
o

)
Z
o
=
<
V)
1L
|
i
0
u
14
=
E
ol
Z
m
o
x
fi

‘sases| Bunelado o} uonelas Ul

Aenoijed ‘sywi| 8soy) aAoge uoljeslioyine Buiyeas Joj pue ‘s}asse paxly Jo) sywi| uoiebsjap ay) Buizeidisiul uo souepinb aiow 10 7 (66) OO 0} xipuaddy ay) @8g 9

UMO 118U} Ul SOSES| 90UBUIY O)Ul JOIUS JoUUED Ssjuswyiedap jey) 8JoN ‘uoleInp s.Jesk auo ueyy aiow jo sases| Buljesado ale sywil uonebajep a8y} Aq PeIdA0D S8SEDT

‘(2/¥661 Jeinoa) Ainseal] ass) ybu

w0

"apew aq pjnoys juswAed pue uonebi|qo [elow e SISIXe 818U} YOIYM Joj INg ‘Me] Je 8|qeuoijoe jJou aie ey} stilelo Jo joadsal uj apew asoy) ale sasusdxe enelb X3 ¢
"JopIO U] 81e SWIe|O Yons Jey) Saiile0 J0}0l|os [ejusiupiedap e Ji 8010 MeT UMOID) 8} 0} pallsjal 8q jou

paau 000°0S$ Jopun swie[D ‘Juswabpn( 14nod e Jo 8210 MeT UMoJD) By} AQ Jayjie pasiopud aq pinoys SWielo Jo juswafes Joy sebewep Jo uopesuadwod Joy sasuadxy ¢
‘lenuey 82140 JBUIge) 8y} Jo Z xipuaddy ul 3no 18s suoisiroid ayy yim Aldwoo jsnw sesuadxe Buisiuanpy g
"2 (66) OO Jendli) YO JBUIGeD 0} BNPSYIS U} WOy paonpoiday |
uolfjiw /$ pasoxe
JOU Op SsuoljeLIeA |ejo] aul jeyl
papinoid ‘youige) Aq usaib jeaoidde
[eIjUl JO %0} puE suoleuenA Jold JauIqe) Jo Aoyiny ayy

[|B O BN[EA 8]0} Usam}aq aoualayiq

VIN

uol|iw G$ pue sjerosdde Joud
[ JO 8njeA |ej0} Usamaq aoualayiq

uoliw G1$

000°05$
000°005$

il ON

BUON

uol||iw G $ Pad9Xa Jou S80p

1500 198[01d |BJ0) BY} 1By} papircid

“Jo)sIull 8|gisuodsay 8y Aq UBAIB

[eaoidde |eniul Jo %L pue suonelea
Joud ||e Jo anjeA [ejo} Ussmiaq aoualayiq

uol|jiw /¢ pue sjeaosdde
Joud ||e Jo anjeA |ejo} usamiaqg aoualayiq

uoliw /$

000°02$
000°00L$

000°00L$

,SanLoLyINy [efoueul pajebsjeq uo sywiq — L g ainbid

d3dHL

Japun uaAl9) |erosddy 0] suoneLep Jusnbasgng

Jeisiuly |qisuodsay sy} Jo Ajoyiny au}
Japun uaAl9) lerosddy 0] suonelep jJusnbasgng

Aoyiny umo
Japun uani9) [enosddy 03 suoielen juanbasqng

[eaouddy [eniuj

¢S13SSVY A3XI4d 40
sdSVY31 J0 LNINJOT3AIA ISYHIHIN

,Sesuadxs eneld x3

<SWIeD JO JUsWaas
ul sebewep Jo uonesuadwod Joj sasuadx3

,sosuadxa Ayolgnd

SISN3IdX3 ONILVHIHO TVININLEVCH3A

o
(3p]



G

R 4 1

COMPLIANCE WITH CABINET

EXPENDITURE DELEGATIONS
Y b a3

PRI B
o

B.2[000]
Our Review

3.104 We wanted to establish whether chief executives were
complying with the delegations in force since 1 July 1999.
To do this our auditors undertook a survey of 43 government
departments to find out whether:

e the departments had correctly updated their documenta-
tion on financial delegations to reflect the revised limits
set by the Cabinet; and, if so

¢ the updated documentation had been satisfactorily
communicated to relevant staff; and

¢ the departments were complying with the revised
delegations.

3.105 The survey also sought to establish whether the term
“ex gratia” was understood in departments.

31
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The Results of Our Review

Financial Delegations Documentation
Correctly Updated

3.106 Of the 43 departments, 31 had updated their documentation
on financial delegations to reflect the revised limits set
by the Cabinet. For the remaining 12:

¢ 7 had an update in progress;
¢ 1 had told relevant staff of the changes by memo;

¢ 2 had annual budgets well within the revised delegation
limits and the departments therefore thought it
unnecessary to update their documentation; and

® 2 had yet to update their documentation.

Figure 3.2
Financial Delegations Documentation
Correctly Updated

THREE
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Relevant Staff Satisfactorily Informed

3.107

Of the 43 departments, 39 had satisfactorily communicated
the revised limits on financial delegations to relevant staff.
For the remaining 4:

® 1 had not done so because it had not updated its
documentation;

* 1 was in the process of sending to relevant staff a copy of
the Cabinet Office Circular setting out the revised
delegations;

® 1 planned to distribute the updated documentation to
staff once it had completed the update; and

® 1 was made aware of the need to inform staff by the
auditor at the conclusion of the audit.

Figure 3.3
Relevant Staff Satisfactorily Informed
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Departmental Compliance

3.108 Of the 43 departments, 40 were reported to be complying
with the revised delegations. For the remaining 3:

¢ each had instances of payments being authorised by
persons not holding the authority to do so (including
one department that on two occasions obtained
retrospective approval from its minister); and

¢ each had nevertheless updated its financial delegations
documentation and communicated it to staff.

Figure 3.4
Departmental Compliance
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Understanding the Term “Ex Gratia”

3.109 The term “ex gratia” (as defined in Note 4 in Figure 3.1
on page 30) was clearly understood in 42 departments.
The one department in which the term was not clearly
understood was reported as taking a conservative
approach, to the extent that any payment likely to be
within that category was referred to the chief executive.

Figure 3.5
Understanding the Term “Ex Gratia”
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Conclusions

3.110 We found that the majority of departments had correctly
updated their financial delegations documentation to reflect
the revised limits and had satisfactorily communicated the
updated documentation to relevant staff. Where the
documentation had not been updated, or staff had not
been informed, action was being taken to rectify the
failure.
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3.1

3.112

Keeping the documentation up to date and informing
relevant staff of the new position are essential measures in
preventing non-compliance with the authority of the
Cabinet. Nevertheless, the three departments that had
not always complied (see paragraph 3.108) had updated
their documentation and informed the staff. In those
departments, at least, those measures were clearly
not sufficient in themselves — suggesting that regular
monitoring for compliance should also be undertaken.

Not all departments have an annual budget that is large
enough to permit expenditure on fixed assets in excess of
the delegated limits of a chief executive or responsible
minister. Some departments may also be unlikely to
spend money on the other types of restricted expenditure.
Nevertheless, we recommend in those cases that, in the
interests of good management practice, the departments
should make sure that:

® their own documentation records what authorities the
Cabinet has delegated; and

® relevant staff are made aware of the limits of those
authorities.



