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CHILDREN AND FAMILY COURT ADVISORY AND SUPPORT SERVICE

Paper for the Board meeting on 07 March 2008

MONTHLY FINANCE UPDATE

1  
AIM AND PURPOSE

1.1 To update the Board on Cafcass’ latest financial position, including details of the expenditure and balance sheet to January 08 and the Q3 forecast.

2  
ACTION FOR THE BOARD

2.1 To note the latest financial position of the organisation as at January 08 and the latest forecast Out-turn for the year 07/08.

3  
OVERVIEW

3.1 In 2007/08 Cafcass has a resource budget of £108.6m:

· £106.7m grant in aid

· £0.1m Parenting Plans funding

· £0.08m ContactPoint project

· £0.255m Commissioning Contact Services

· £1.5m Child Contact Centres

3.2 Whilst Cafcass has received individual notification of these additional allocations the revised Department for Children Schools and Families (DCSF) 2007/08 Resource Allocation letter remains outstanding. 

3.3 In February DCSF advised Cafcass that due to an administrative error within the Department the £1.5m contact funding had been double counted ie according to their records it was included in our baseline therefore we should not have been notified of an additional allocation. At this stage it is not clear if Cafcass will receive a revised Resource allocation letter for 2007/08.

3.4 DCSF have been in discussion with Anthony Douglas in relation to this issue. Acknowledging the late notification, Cafcass have been asked to not enter into any additional non urgent spend in the remainder or the year to minimise total spend in 07/08 in the hope that Cafcass will underspend against it’s £108.6m budget, helping DCSF to balance its £1.5m funding gap.

3.5 As part of this Cafcass have agreed to reduce the March cash draw down by £1m. Our initial cash drawdown was £12.3m (ie the full balance of our cash allocation). Following discussions with Anthony Douglas and DCSF this has been reduced to £11.3m. This will still allow Cafcass to meet cash commitments as they come due, however cash will need be carefully managed as part of the yearend process and this may impact on Cafcass’ cash book position as reported in the accounts.

3.6 Based on Quarter 3 forecasts submitted by budget holders Cafcass are forecasting a £0.4m overspends. There have been a number of significant movements from the Q2 positions reported, the largest movement being ITC increasing £600k.

3.7 Based on a review of the forecasts and consideration of the actual cash spend to January we believe that a number of the forecasts are overly optimistic and the outturn for 07/08 is more likely to be an underspend of £0.5m and could be up to £1m subject to progress with ITC spend. Whilst every effort is made to accurately forecast spend, as always there are a number of risks associated with total spend and some items such as provisions and indexation remain very difficult to accurately forecast until the end of the financial year. The forecasts continue to exclude the FRS 17 valuation pension cost impact.

3.8 There have been no significant movements in the balance sheet from November 07 to December 07.

3.9 The cash drawn down and cash spend to date are in line the original budget projections provided to DCSF. 

4  
QUARTER 3 FORECAST

4.1 Based on the Q2 position reported in December Cafcass was forecasting an underspend of £0.955m.  Factoring in additional spend on transitional IT costs of approximately £1m, overall Cafcass was forecasting a breakeven against budget. The updated Q2 forecast presented at January reflected some movements to individual forecasts, with a breakeven continuing to be projected.

4.2 Based on the Q3 forecasts (detailed in Table 1 and 2) budget holders are forecasting a £0.4m overspend. There have been a number of significant movements from the Q2 positions reported, the largest movement being ITC, which has seen a £600k increase compared with the Q2 forecasts.

4.3 Based on detailed reviews of the forecasts, discussions with budget holders as part   of the quarterly performance monitoring meetings and factoring in the underspend reported to date we believe that there are a number of risks associated with the forecasts. Whilst some spend is loaded to the last few months, in some cases budget holder forecasts appear overly optimistic regarding the levels of spend. Based on this we believe that overall Cafcass may underspend against its £108.6m budget by £0.5m and this could be up to £1m subject to progress with ITC spend.

4.4 Whilst every effort is made to accurately forecast spend, a number of risks remain and some items such as provisions and indexation remain very difficult to accurately forecast until the end of the financial year.

4.5 The forecasts ignore the impact of the notional Income & Expenditure charge relating to the FRS 17 valuation. This is only known following completion of the FRS17 valuation undertaken at yearend. The impact cannot be predicted with any accuracy and as the previous two years demonstrate, this charge can be both significant and highly volatile.

5  
THE MANAGEMENT ACCOUNTS

5.1 Table 1 provides details of budget, actual expenditure and forecast expenditure by expense category. 

5.2 This table shows expenditure in January of £8.9m against a budget of £9.3m; an underspend in the month of 4%. The cumulative expenditure to date is £86.9m against a budget of £90.1m, an underspend of £3.2m (4%). The underspend relates predominantly to workforce costs.

5.3 Table 2 provides details of budget, actual expenditure and forecast expenditure by budget holder (Region/Department).  

5.4 Nine of the ten Regions continue to show an underspend against budget for the year to date. The majority of this underspend again relates to workforce costs. The year to date position is less pessimistic than the forecasts and this does suggest that the forecasts may be overstated. This year to date position and the current spend levels have helped to inform our analysis of the Regions recent forecasts, which are discussed above. 

5.5 National Office shows a slight underspend both in the month and year to date. Overspends in some areas, such as HR, Customer Services and Communications, are running broadly in line with recent forecasts and reflect areas of approved overspend/additional expenditure. 

6  
THE BALANCE SHEET

6.1
The Cafcass balance sheet is reviewed on a monthly basis. Table 3 provides a comparative data analysis between the current month (January 2008) and the previous month (December 2007) and also against the 06/07 Year-End (March 2007).

6.2
Fixed asset additions of £0.265m have been made in the current year and these additions comprise mainly of IT assets. Overall, there has been a net decrease in total fixed assets from £5.617m in December to £5.505m in January, after accounting for accumulated depreciation, diminutions, cost of capital charges to date and other accounting adjustments.

6.3
There has been a minor reduction in current assets from £2.138m in December to £2.101m in January. This reduction is due to a decrease in prepayments from £1.299m in December to £1.040m in January and an increase in the bank balance from £0.766m to £0.915m. The movement in the bank balance is due to timing differences.

6.4
Creditors reduced from £7.452m in December to £6.604m in January. This reduction was largely due to a decrease in payroll costs from £3.164m in December (due to the 07/08 salary uplift) to £2.407m in January.

6.5
Provisions are reviewed periodically and remained static at £0.682m in January.

6.6
The Cafcass pension liability remains at the March 2007 position of £47.7m. The actual liability as at March 08 will not be known until the end of the financial year. 

7  
CASH 

7.1 Table 4 summarises the Cafcass cash budget, actual drawn down and actual spend for 07/08.

7.2 The cash budget has increased to reflect the additional funding given to Cafcass in year. The formal revised DSCF Resource Allocation letter confirming this revised cash budget remains outstanding. 

7.3 In February a detailed analysis of Cafcass’ cash needs until the year-end was undertaken. Based on this analysis we originally planned to drawdown the full GiA available in March (£12.3m). Following discussions with Anthony Douglas and DCSF the March drawdown has been reduced by £1m to £11.3m (see overview). 

7.4 Cash drawdown to date is now in line with the original forecast submitted to DCSF.

8  
COMPLIANCE - BUGETARY DELEGATION PURCHASE ORDERS/PAYMENT PERFORMANCE

8.1 PO compliance for orders created before invoice in January were 78% by invoice numbers and 71% by invoice value. This is a slight dip in performance compared with previous months due to the Christmas period. Overall the year to date position shows an improvement against 06/07 figures.

8.2 A new invoice procedure was due to be being introduced from 1 April 2008. Given that the new admin structures will not be in place by 1st April and following concerns expressed by both UISL and local teams given the existing levels of change, we have agreed to delay the implementation. This decision will be revisited in July following completion of the yearend accounts and the admin restructuring. 

8.3 Across Cafcass 74% of invoices were paid within 30 days in January, a dip in performance compared with the 85% achieved in December. As with the PO stats this dip is believed to be as a result of the Christmas period. The year to date position is currently running at 81% of invoices paid within 30 days, which represents a marginal decrease on their equivalent 06/07 figures.

Sharon Reed

Head of Strategic Finance & Audit

28th February 2008
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