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CHILDREN AND FAMILY COURT ADVISORY AND SUPPORT SERVICE

Paper for the Board Meeting on 6th March  2009

MONTHLY FINANCE UPDATE April – January 2009 AND THIRD QUARTER FORECAST

1  
AIM AND PURPOSE

1.1 To provide the Board with an update on the financial position of Cafcass for the ten months ended 31 January 2009.

1.2
To provide an update to the Board on the results of the third quarter forecast exercise.

2  
ACTION FOR BOARD

2.1 To note the latest financial position.

2.2 To reinforce with management colleagues the need to exercise effective financial control over the remainder of the financial year to ensure the organisation stays within its net expenditure budget.

3  
OVERVIEW

3.1 The Budget and Expenditure Statement shows an underspend of £0.191m for the first ten months of the financial year. However, this position takes in to account the phasing of payments for the implementation of the new ICT contract arrangements which are shown in these figures as an underspend against the budget to date of £1.3m. Removing these adjustments, reveals an overspend across operations of £2.153m and an underspend on national office budgets in the order of £1m, a net overspend position of £1m. 

3.2
The overall financial performance of the organisation in January was to record a small overspend of £0.047m, being an overspend on Operational Areas of £0.401m offset by an underspend of £0.354m across the rest of the budget. If modest overspending is assumed to occur in the final two months of the year, given the recent increase in Public Law Referrals and the financial impact of wider strategies to tackle the build up of delays and backlogs around the organisation, then against the year to date position of £1.1m overspend, a final outturn position in the order of up to £1.7m may still be anticipated. This is in keeping with previous projections. The release of funding through slippage in the ICT and Estates programmes together with the approval in place for year end flexibilities of £0.500m are considered to provide effective mitigation for this risk of overspending subject to there being no further substantive increase in commitments as a result of new referrals and/or increases in backlogs and delays. 

3.3  
The nature of and need for all expenditure during this final stage of the financial year must remain under the closest scrutiny to ensure the organisation remains within the level of budget risk identified above.

3.4 The Balance Sheet shows an increase in Capital and Reserves of £0.038m compared to the end of the last financial year. 

4 THE MANAGEMENT ACCOUNTS

4.1 The overall financial performance of the organisation in January was to record a small overspend of £0.047m, being an overspend on Operational Areas of £0.401m (North £0.110m, Central £0.080m and South £0.211m) offset by an underspend of £0.354m across the rest of the budget.

4.2 All three operational areas are also reporting cumulative overspends in year to date positions (North £0.252m, Central £0.416m and South £1.485m), totalling £2.153m.

4.3 The Budget and Expenditure Statement shows an underspend of £0.191m for the first ten months of the financial year. However, this position takes in to account the phasing of payments for the implementation of the new ICT contract arrangements which are shown in these figures as an underspend against budget to date of £1.3m. Removing these adjustments, reveals the overspend across operations of £2.153m and an underspend on national office budgets in the order of £1m, giving rise to a restated net overspend figure of £1m at the end of January 2009.

4.4 The use of temporary staff and self employed contractors continues to drive the  bottom line. The average monthly spend on temporary staff was higher in January than previously, conversely, the rate of spending on SEC slowed slightly in the month.  Further efforts are also being made to tackle rises in backlogs and delays where the use of the flexible workforce provides the most timely response where there is limited capacity within the employed practitioner workforce. 

4.5 While the January and year to date positions reflect an underspend against the  Contact Point budget, subject to separate ring fenced funding, an analysis of potentially eligible expenditure contained elsewhere within spend forecasts is underway to enable the underspend on the grant line to be utilised in the current year. This may require a small provision in the new financial year to meet any remaining costs that would otherwise be contained within a grant carry forward. 
4.6 Table 1 provides details of budget and actual expenditure by expense category. 

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

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 (January 2009) and the previous month and also against prior year ends.

5.2 Fixed asset additions in the current year are £0.061m and comprise mainly of IT assets.

5.3 In the month there has been a net decrease in fixed assets of £0.086m, after accounting for accumulated depreciation (adjusted after the Q3 forecast) and accrued diminutions.

5.4 There has been an increase of £2.681m in current assets. This increase is the net of a reduction in prepayments of £0.286m, an increase in sundry debtors of £1.599m and an increase in the bank balance of £1.365m. The reduction in prepayments is due to the periodical degradation of prepayment balances, whilst the increase in sundry debtors is due to £1.600m of Cafcass funding not yet received. Movements in the bank balance are largely explained by timing differences.

5.5   
Creditors have decreased by £0.759m with the main movements being an increase of £0.421m in 08/09 accruals and a reduction of £1.102m in payroll liabilities. The main increases in accruals are in the Operational Areas and remain subject to ongoing analysis. These increases are in part due to additional accruals of £0.079m in building fit-out and £0.189m in staff and recruitment costs. The decrease in payroll liabilities is due to payments of income tax, national insurance and pension costs on balances that were above average as a result of SPR.

5.6   
Provisions increased by £0.058m in the month due to the recalculation of the provision relating to potential voluntary terminations. Provisions are reviewed periodically and have decreased by £0.131m since the start of the financial year, due to resolutions being reached in a number of claims.

5.6 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 January 2009 was 72.25% by invoice value (67.50% year to date), compared with a target of 95%.

7.2 Across Cafcass 70.33% of invoices were paid within 30 days in January 2009. The year to date position is currently running at 80.8% of invoices paid within 30 days, compared to a general target of 90%.

7.3 3.43% of year to date invoices have been rejected, against the target rate of 3%.
8   
QUARTER 3 FORECAST RESULTS

8.1 Based on the Q3 forecasts (detailed in Tables 2) budget holders have identified an initial potential budget overspend in the order of £2.67m.  This comprises a forecast overspend on operational areas of £3.451m and an underspend across National Office and Contingency Budgets of £0.781m. The growth in forecast spending in Operational Areas of £1.3m for the final two months of the financial year has been subject to further scrutiny given the size of growth in overspending in such a relatively short period of time until the end of the financial year.  The overall financial performance of the organisation in January was to record a small overspend of £0.047m, being an overspend on Operational Areas of £0.401m offset by an underspend of £0.354m across the rest of the budget. 

8.2 Review of operational area forecasts

8.2.1 The North Operational Area is forecasting an overspend at the end of March 2009 of £0.700m from a January overspend position of £0.250m, an increase of £0.450m in the final two months of the financial year. The area has received approval to increase its expenditure levels in order to deal with an increase in backlogs and delays, which would support some increase in expenditure levels towards the end of the year. In examining the estimates made within the forecasts to account for this additional spending, provision has been made at the level approved which is exceeding the amounts so far committed in February and March. Further, provision has been made for the costs of planned building works but where the timescales for selection of tenderers and the roll out of work cast doubt on the value of works that will be completed reaching the level anticipated in these forecasts. A more realistic increase in overspending in the final two months of £0.250m is therefore expected.

8.2.2 The Central Operational Area is forecasting an increase in its overspend at the end of January 2009 of £0.410m to £0.590m at the end of March 2009, an increase of £0.180m in two months. Of this, £0.080m can be attributable to the rate at which the overspend has accrued over the previous ten months. Additional spending has been approved in order to make progress with improvement activities and deal with backlogs and delays. This would indicate further growth in the overspend of £0.100m.

8.2.3 The South Operational Area has forecast an increase in its ten month overspend of £1.5m to £1.9m by the end of March 2009, subsequently revised to £1.8m in light of an overprovision within the forecasts for the use of external contractors for report writing.  This level is consistent with the rate at which the overspend has accrued during the current financial year. 

8.3 With this level of overspending assumed to occur in the final two months of the year, given the recent increase in Public Law Referrals and the financial impact of wider strategies to tackle the build up of delays and backlogs around the organisation, then against the year to date position of £1m overspend, a final outturn position in the order of up to £1.7m may still be anticipated. This is in keeping with previous projections. Year end flexibility of £0.5m has been secured against this. 

8.4 The timetable for completion of the implementation of the Flex contract gives rise to a number of final milestones falling due in the next financial year, represented by accrued expenditure in these financial statements of £0.7m.  While the compliance in contractual terms will not have been achieved before the year end to trigger the entitlement to payment of this amount, clearly work to progress towards the completion of these milestones will take place during the current year, and so some assessment of the value of this work should be reflected in the current years financial statements, with the balance falling due in the new financial year. 

8.5 Further, slippage on works within the Estates Strategy in to the new financial year is expected to reduce forecast spending in the current year in the order of £0.200m.

8.6 The release of funding through slippage in the items referred to above together with the approval in place for year end flexibilities of £0.500m provide effective mitigation for the majority of the risk of overspending identified in the latest financial accounts and forecasts. 

8.7 The nature of and need for all expenditure during this final stage of the financial year must remain under the closest scrutiny to ensure the organisation remains within the level of budget risk identified above. 

Anthony Douglas, Chief Executive

Julie Brown, Head of Finance

2 March 2009
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