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CHILDREN AND FAMILY COURT ADVISORY AND SUPPORT SERVICE

MONTHLY FINANCE UPDATE for the Board meeting on 05 December 2008

April - October 2008 AND SECOND QUARTER FORECAST

1
AIM AND PURPOSE

1.1
To advise the Board of the financial position for Cafcass at 31 October 2008 for both its revenue budget and balance sheet, together with the projected outturn for the year based on the Q2 forecast (which draws on financial performance during the first six months of the financial year).

2  
ACTION FOR THE BOARD

2.1 To note the latest financial position of the organisation as at 31 October 2008 and this second quarter forecast outturn for the year 2008/09.

3  
OVERVIEW

3.1 The Budget and Expenditure Statement shows a broadly balanced position for the first seven months of the financial year. This position takes in to account the offset of a number of corporate provisions created above a level higher than the liability actually settled. Removing these adjustments however, reveals an overspend across operations and other national office budgets in the order of £0.9m.

3.2 The forecast results from the second quarter indicate a budget risk in the order of  £1.8m is returned. This position is slightly ahead of the forecast budget risk at quarter 1 of £1.5m to which commitments of £0.6m were added in respect of Practice and Improvement Fund approvals in October 2008. Given the size of this budget risk but also proximity to the quarter 3 forecasting process, it is recommended that close scrutiny be maintained to slow the pace of spending in areas not critical to performance and practice delivery and improvements, until forecasts from the nine month position become available at the end of January 2009. The risk that current projections prove overly pessimistic is acknowledged and care must be taken to ensure expenditure controls are not imposed to the detriment of the service, and which ultimately prove unnecessary.

3.3 The Balance Sheet shows a reduction in Capital and Reserves of £3.8m compared to the end of the last financial year. This is primarily due to the level of accruals being made in the forecasts at the seven month position, where expenditure is accounted for in the revenue budget ahead of cash draw down. 

4   
THE MANAGEMENT ACCOUNTS

4.1 Table 1 provides details of budget and actual expenditure by expense category. 

4.2 This table shows expenditure in October of £10.1m against a budget of £9.6m; an overspend in the month of 5%. Cumulative expenditure for the year to October is now £0.9m greater than budget; an overspend of 1%.

4.3 Table 2 provides details of budget and actual expenditure by budget holder (Operational Area/Department). 

4.4 All three Operational Areas now show an overspend against budget for the year to date; the North (£0.239m, 1%) and South (£0.685m, 4%) Areas significantly increased this overspend this month. Central’s spend has previously been in line with budget, with this month taking them into a significant overspend (£0.274m, 2%) for the first time.

4.5 Significant savings can be released in November, when a number of provisions, totalling some £0.315m are released by HR, following settlement of final liabilities. In addition to this the SPR impact in this financial year is now forecast to be lower than initially accrued for in these results. This will release up to an additional £0.235m for the year to date, off-setting the majority of the overspend position shown by the areas for the year to date. We have reduced our forecast for depreciation and the year to date impact of this is already included in the numbers presented.

4.6 In addition to this, the £0.162m overspend to date in Child Contact Centres will be offset by additional funding which Fiona Green and Bruce Clark are finalising with DCSF.

4.7 However, whilst these mostly one-off items bring us broadly in line with budget to date, these cannot be reapplied to manage any continued overspend in the operational areas,  should it continue at the October rate. Further separate action will need to be taken to reduce or off-set this.

5      THE BALANCE SHEET

5.1 The Cafcass balance sheet is reviewed on a monthly basis. Table 3 provides a comparison between the current month (October 2008) and the previous month and also against prior year ends.

5.2 Fixed asset additions of £0.058m have been made in the current year and these additions comprise mainly of IT assets. These additions represent a £0.004m reduction on the additions previously reported, the difference being due to IT accruals that were received in 08/09 and returned.

5.3 Overall there has been a net increase in total fixed assets of £0.040m, after accounting for accumulated depreciation (adjusted for the Q2 forecast) and accrued diminutions.

5.4 There has been a decrease in current assets of £1.508m. This is mainly due to a reduction in the bank balance of £1.513m. The reduction in the bank balance is mainly due to changes made in the drawdown process.

5.5 Creditors have increased by £1.103m. This increase is net, with the main increases being £1.005m in 08/09 accruals, resulting from Operational Area increases of £0.355m, ITC increases of £0.489m and an increase of £0.310m in central costs due to SPR.

5.6 Provisions reduced by £0.131m in the month due to the release of an existing provision against cost. Provisions are reviewed periodically and have decreased by £0.317m since the start of the financial year, due to resolutions being reached in a number of claims.

5.7 The Cafcass pension liability remains at the March 2008 position of £119.7m. The actual liability as at March 09 will not be known until the end of the financial year. 

6       CASH 

6.1 Table 4 summarises the Cafcass cash budget, actual drawn down and actual spend for 2008/09.

6.2 Cash drawdown to date is in line with the original forecast submitted to DCSF, and within the Cafcass budget for the year.

7 COMPLIANCE - BUDGETARY DELEGATION PURCHASE ORDERS/PAYMENT    PERFORMANCE

7.1 PO compliance for orders created before invoice in October 2008 was 69% by invoice value (66% year to date), compared with a target of 95%.

7.2 Across Cafcass 81% of invoices were paid within 30 days in October. The year to date position is currently running at 83% of invoices paid within 30 days, compared to a general target of 90%.

7.3 3.86% of year to date invoices have been rejected, against the target rate of 3%.

8      QUARTER 2 FORECAST RESULTS

8.1 Based on the Q2 forecasts (detailed in Table 2) budget holders have identified a budget risk in the order of £1.8m. Given the size of this budget risk but also proximity to the quarter 3 forecasting process, it is recommended that close scrutiny be maintained to slow the pace of spending in areas not critical to performance and practice delivery and improvements, until forecasts from the nine month position become available at the end of January 2009. The risk that current projections prove overly pessimistic is acknowledged and care must be taken to ensure expenditure controls are not imposed to the detriment of the service, and which ultimately prove unnecessary.

8.2 Notwithstanding an element of the current forecast must be seen as flexible, partly as more certainty can be gained the further through the year the analysis drawn, and also the reality of unforeseen events having a financial impact, the level of risk has not abated from that assessed at the end of Quarter 1. Further, there is a diminishing opportunity to implement sufficient mitigating action before the year end that will not have a direct and detrimental impact on the programme of work to improve and sustain performance across the organisation.

8.3 This financial position must also be seen in the context of the wider social care environment, where interest and scrutiny of the work of the public sector in safeguarding matters gives cause for some concern regarding any potential impact on local workloads.

8.4
Risks to the budget position being reported here are attributable to two main areas of spending:

· Implementing the restructure of the organisation, including the use of flexible workforce options, which are generally more expensive than their payroll equivalents.

· Investment in targeted practice and performance improvement activities

8.5 Implementing the restructure of the organisation

8.5.1 The most substantial area of budget risk relates to Workforce costs. This overall level of projected expenditure represents an increase in the order of £7m on the 0708 level. This increase includes the impact of the Strategic Pay Review (£4m), which is fully funded within this budget forecast. In addition funding has been targeted at the creation of new roles (and the conversion of some) the costs in a full year of which would be in the order of £2.0m.  While the actual increase in expenditure between 0708 and 0809 can be explained in part by the move to introduce the new roles, some of which have been filled on a temporary basis pending permanent recruitment, the budget remains under significant pressure due to the ongoing reliance on Self Employed Contractors and a permanent workforce in some areas that is greater than the level indicated through the workload model, as being necessary for the local level of activity.

8.5.2 Elsewhere on the agenda of this Board meeting, members will have received a report charting progress with the restructure of the organisation.  The scale and complexity of its implementation is clear from the report and detailed analyses. In particular, the report highlights a number of areas where additional costs have been/will continue to be incurred, including:

· Recruitment costs – across the organisation £0.425m (£0.149m 2007/08) has been spent by the end of October 2008 on recruitment with final stage restructure recruitment to complete prior to the year end.

· Pay protection arrangements are now in place for 40 staff across the organisation

· Temporary staff – spending across all staff roles on temporary cover arrangements during the first seven months of this financial year amounts to £2.2m (£0.800m 2007/08).

· Self employed Contractors (SEC) – spending on SEC over the same period amounts to £5.4m (£4.8m 2007/08).

· Payroll costs are running below budget in the order of £3.4m after seven months (£3.5m 2007/08)

8.6     Investment in practice improvement activities

8.6.1 
In October 2008, CMT approved a number of projects developed in local offices to secure additional improvements in practice and performance. Applications totaling £0.600m were approved for expenditure in the current financial year.  

8.6.2 As an outcome of the completion of their Self Assessment Forms, local Heads of Service have been asked to again review the areas where additional work to improve practice and improvement can be taken and what the resource implications of those actions may be.  The necessity and scope to accelerate the go ahead on a number of these is currently under review. This information will also form part of the budget planning process for 2009/11. 

8.6.3 In addition the organisation has in place a number of local Service Improvement Boards through which some funds in local budgets are directed towards improvement activities. The costs of this work is included within the overall forecast. Arrangements are being made to monitor resources committed through these arrangements.

8.6.4 Further investments of £1.3m (full year budget provision) were made in the current financial year in practice and performance improvement work through the establishment of specialist Service Managers and Heads of Service.

8.7
Implications for next years budget

8.7.1
The financial position being reported in the current financial year is reflective of the additional costs incurred during the transition between structures. As posts continue to be recruited to and the use of flexible workforce diminishes, so the level of commitment in excess of the planned spend reduces and this is the picture emerging as we begin to plan ahead for the new financial year.   

8.7.2 It is proposed to bring to the Board in January 2009 a more detailed paper on the financial position for 2009/11 which reflects both the increases in the grant funding (as previously notified), confirmation of the affordability of our new structure having completed implementation and also identifying areas of potential budget risk in the new year. Risks will include areas such as the results of the pension scheme revaluation at the end of this financial year, the resource implications of local improvement plans arising from the review noted in paragraph 8.5.2 above and also the financial consequences for next year of our final outturn position for 2008/09.

Julie Brown

Head of Finance.

Anthony Douglas

Chief Executive
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