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CHILDREN AND FAMILY COURT ADVISORY AND SUPPORT SERVICE

MONTHLY FINANCE UPDATE 

12 SEPTEMBER 2008

1 AIM AND PURPOSE

1.1 To advise the Board of the financial position for Cafcass at 31 July 2008 for both its revenue budget and balance sheet, together with the projected outturn for the year based on the Q1 forecast (which draws on financial performance during the first four months of the financial year).

2 ACTION FOR THE BOARD

2.1 To note the latest financial position of the organisation as at 31 July 08 and this first quarter forecast outturn for the year 2008/09.

3 OVERVIEW

3.1 In 2008/09 Cafcass has a resource budget of £116.939m:

· £114.855m grant in aid

· £0.1m Parenting Plans funding

· £0.484m ContactPoint project

· £1.5m Child Contact Centres

3.2
This budget is the first year of the new three year Comprehensive Spending Review settlement and represents a real and significant growth in funding for Cafcass. The 2008/09 budget represents an £8.1m / 7.6% increase on the 07/08 baseline budget allocation. 

3.3
In 08/09 the organisation faces a number of unavoidable budget pressures over and above 07/08 spend levels including;

· Pay inflation and increments – this is being addressed through the Strategic pay review

· Increased pension contribution rates – following a triennial valuation by WYPF Cafcass faces increases in employer contribution rates of 5% over the next 3 years. This equates to additional costs of up to £9m over the next 3 years. 

· Inflationary pressures on running costs

· One off revenue cost associated with the switch of ITC supplier 

3.4
In addition to these unavoidable costs a number of areas for investment were outlined in the Cafcass Business Plan and Organising for Quality. These include:

· Strategic pay

· A practice improvement programme

· A small number of service developments

· Strengthening the infrastructure

3.5 Cafcass must still identify efficiencies and savings within existing spend to ensure delivery of the Government efficiency targets and a balanced budget - absorbing inflationary pressures and adequately funding areas identified for investment. 

3.6 The early months of the current financial year been have characterised by a significant amount of change within the organisation as the new operational structure takes shape and new/changing national office roles have been put in place.

3.7 In particular, the recruitment of additional Service Managers (to support supervision and practice improvement), additional Specialist Service Managers and the introduction of Office Manager and other regional Operational and Business Support roles (and the reduction of 3 administration grades to 2) have led to significant and sometimes difficult operational transitions. With a number of staff across the organisation departing as part of the restructure, ahead of permanent recruits in to these new roles, an increasing reliance on flexible workforce models has become necessary, typically at a higher unit cost per officer than direct employment. The budget pressures arising from this phase of implementation are for this year only.

3.8 A number of areas of budget risk are being identified within budget holder returns for the first quarter’s forecast, but at this stage the organisation is forecasting a balanced budget for the year.  While the risks being raised are consistent with the environment of change described above, taking in to account the financial position through monthly management accounts so far this year and the careful planning that went in to the distribution of the substantial grant increase into operational budgets, then at this stage these risks are considered manageable. 

3.9 Whilst every effort is made to accurately forecast spend, as always there are a number of risks associated with total spend. It is also likely at this early stage of the financial year, that a particularly cautious approach will have been adopted by budget holders in projecting spend across such a large part of the year ahead. This is particularly likely given some changes to budgets and budget holders arising from the new structures. Further, 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.

3.10 Appointments to the roles of Area Management Accountants have now concluded with positions filled in both the North and South regions and the Central appointee due to come in to post by early November 2008. These roles will play a critical part in working with their local budget holders to achieve on going improvements in both financial management and reporting and to help eliminate substantial and unforeseen swings in forecast projections, particularly later in the financial year.

3.11 The cash drawn down and cash spend to date are in line with the original budget projections provided to DCSF and this may be a more realistic basis for forecasting than some of the current cost centre projections being made. Because of this, the forecast is being continuously reviewed until the required degree of accuracy is reached.

4 QUARTER 1 FORECAST

Initial forecasts from budget holders

4.1 Based on the Q1 forecasts (detailed in Tables 1) budget holders have identified a potential budget risk in the order of £1.5m. As indicated in section 3 above, budget holders will have adopted a particularly cautious approach at this stage of the financial year. Given the lead in time for the implementation of new appointments and initiatives, assumptions that spending in areas such as training and development and travel and subsistence, which are directly linked to the compliment of permanent postholders, will be at budget level are areas where we are likely to see reductions in spending forecasts as these projections are refined, particularly in reporting for the Q2 forecast.

4.2 While the headline position being reported here is that the budget risk is manageable, the continued application of strong financial controls and the restatement of forecast spending as part of the Q2 forecast may see a level of mitigation of risk that results in a potential forecast underspend, which is conceivable given the substantial growth in the budget since the last financial year. In anticipation of this arising, steps have already been taken to engage staff in the development of a number of proposals for time limited additional funds that will target particular areas where performance and practice can be improved.   

4.3 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. As indicated in paragraph 3.7 above, 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.

4.3.1 There is a further potential budget risk relating to the acceleration of the termination of the lease at the current National Office, South Quay Plaza, although this remains subject to the submission of a successful Business Case to the DCSF. There are financial advantages over the current and next financial years combined from bringing forward termination payments. The impact on the revenue budget however will be to further increase expenditure in this year, offset then by savings over and above the same level next year

4.4 The information within the first quarter projections are  based on detailed reviews of the forecasts and discussions with budget holders as part of the quarterly performance monitoring meetings (with the exception of the South Region whose review is due on the 15 September 2008).  The presentation of forecast information in regional returns has been enhanced in this first quarter’s reports through the requirement for expenditure forecasts to the year end to show the forecast for each remaining month. The enables a comparison of the months forecast with the actual level of expenditure for each month enabling a timely validation of projections between the formal quarterly forecasts.

5 THE MANAGEMENT ACCOUNTS

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

5.2 This table shows expenditure in July 2008 of £10.086m against a budget of £9.895m; an overspend in the month of 1.93%. The cumulative expenditure to date is £39.106m against a budget of £39.325m, an underspend of £0.219m (0.6%). This comprises an overspend of £0.256m on workforce costs and an underspend of £0.475m on non staffing costs.

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

5.4 The North and South operational areas are showing overspends against budget for the year to date, the majority of which relates to workforce costs. The Central operational area is reporting an underspend in its year to date position, predominantly on workforce costs. 

5.4.1 National Office shows an overspend of £0.199m in the current month but an underspend in the year to date position of  £0.334m.

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 (July 2008) and the previous month (June 2008) and also against the 07/08 Year-End (March 2008).

6.2
Fixed asset additions of £0.040m 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 £5.793m in June 2008 to £5.600m in July, after accounting for accumulated depreciation, diminutions, cost of capital charges to date and other accounting adjustments.

6.3
There has been an increase in current assets from £2.481m in June to £4.969m in July. This increase is due to an increase in the bank balance from £0.327m to £2.962m, due to timing differences on settlement of a substantial ICT contract payment.

6.4
Creditors increased from £7.892m in June to £8.766m in July. This increase is largely due to accruals provided for as part of the July 2008 management accounts preparation.

6.5
Provisions are reviewed periodically and remain consistent at £0.699m in July (£0.736m, June 2008).

6.6 The Cafcass pension liability remains at the March 2008 position of £111.739m. The actual liability as at March 09 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 08/09.

7.2 The cash budget has increased to reflect the additional funding given to Cafcass in year. 

7.3 Cash drawdown to date is consistent 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 July was 70.44% by invoice numbers and 69.84% by invoice value.

8.2 Across Cafcass 83.12% of invoices were paid within 30 days in July, with year to date performance of 84.26%.

Julie Brown

Head of Finance 

5 September 2008
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