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CHILDREN AND FAMILY COURT ADVISORY AND SUPPORT SERVICE

Paper for the Board meeting on 23 January 2009
MONTHLY FINANCE UPDATE  April - December 2008

1  
AIM AND PURPOSE

1.1 To advise the Board of the financial position for Cafcass at 31 December 2008 for both its revenue budget and balance sheet, and

1.2
To propose a framework for allocations of the Revenue Budget for 2009/11.

2  
ACTION FOR THE BOARD

2.1 To note the latest financial position of the organisation as at 31 December 2008.

2.2
To note proposals for development of the Revenue Budget for 2009/11.

3   
OVERVIEW

3.1 The Budget and Expenditure Statement shows an overspend of £0.212m for the first nine months of the financial year. This position comprises an overspend across operational areas, offset by underspends in national office budgets and corporate provisions, where no longer required.

3.2 The Balance Sheet shows a reduction in Capital and Reserves of £3.258m 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 nine 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 December of £10.851m against a budget of £9.652m; an overspend in the month of £1.199m. Cumulative expenditure for the year to December is now  £88.031m, compared to a budget of £87.819m, an overspend of £0.212m. The main area of expenditure pressure remains within the Workforce budget. An underspend against the payroll budget, arising from vacant posts, is being exceeded by the level of expenditure covering casework through the use of temporary and self employed contractors.  Running costs are reporting a substantial underspend in the year to date position, relating to the rescheduling of payments to Fujitsu, referred to again below.

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

4.4 All three Operational Areas continue to show an overspend against budget for the year to date; the North, £0.142m, South, £1.274m and Central £0.336m. These overspends continue to arise in two main areas being the costs of implementing the restructure of the organisation and additional spending targeted at practice and performance improvement activities. All overspends have been authorised, either to keep delays and backlogs to the lowest level possible, or to fund necessary performance and practice improvement programmes. The usual balancing act has been underway all year, - to spend the maximum possible funding on service delivery and improvement, whilst balancing the overall budget at year end.

4.5 Underspends on the year to date position have arisen within the National Office budgets. In particular, the timing of the expenditure on the transformation of the ICT network under the Fujitsu contract continues to be kept under close review, with a consequent reduction in amounts falling due within the nine month period, although overall projected costs for the year remain unchanged. 

4.6 Projections based on the third quarter of the financial year are underway but will not be available to report to this Board meeting. The level of overspend indicated at the nine months stage is consistent with the potential for budget risk expressed in earlier Board reports.  A limited amount of Year End Flexibility has therefore been sought from DCSF of £0.500m. A cautious approach has been taken in the level requested, given the loss of any funds requested through flexibilities but not used within the current financial year. 

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 (December 2008) 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 £0.082m, after accounting for accumulated depreciation (adjusted after the Q2 forecast) and accrued diminutions.

5.4 There has been a decrease in current assets of £0.372m. This is mainly due to an increase of £0.145m in prepayments and a decrease in the bank balance of £0.525m.

5.5 Creditors have decreased by £0.389m and the main movements were a reduction of £0.218m in 07/08 accruals, a reduction of £1.525m in 08/09 N.O. accruals and an increase of £1.356m in payroll liabilities. The reduction in N.O. accruals is mainly due to a reduction in central accruals of £2.924m as a result of SPR and an increase in IT accruals of £1.384m due to timing changes in the Fujitsu Transformation project. The increase in payroll liabilities is due to increases in income tax, national insurance and pension costs as a result of SPR.

5.6 Provisions increased by £0.435m in the month due to the creation of two new provisions totalling £0.469m and release of £0.034m of existing provisions as not required and also against costs incurred. The provisions created relate to potential voluntary terminations and also to SQP3 dilapidations. Provisions are reviewed periodically and have decreased by £0.189m 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.

6.3
The actual level of cash drawn also takes into account a cash balance carried in to the start of the financial year, from the previous year.

7   
COMPLIANCE - BUDGETARY DELEGATION PURCHASE ORDERS/PAYMENT PERFORMANCE

7.1 PO compliance for orders created before invoice in December 2008 was 69.24% by invoice value (67.08% year to date), compared with a target of 95%.

7.2 Across Cafcass 72.3% of invoices were paid within 30 days in December. The year to date position is currently running at 81.92% of invoices paid within 30 days, compared to a general target of 90%.

7.3 3.92% of year to date invoices have been rejected, against the target rate of 3%.

7.4 Performance indicators will be reviewed and potentially revised prior to the start of the new financial year.

8   
DEVELOPMENT OF THE REVENUE BUDGET 2009/11

8.1 Funding levels for Cafcass for the three years ended 31 March 2011 were announced in December 2007 and are shown below:
	Budget
	2008/09 £000
	2009/10 £000
	2010/11 £000

	Net total
	114,855
	124,094
	132,822

	Increase on prior year
	8,157
	9,239
	8,728


8.2
A number of areas for investment were outlined in the Cafcass Business Plan and Organising for Quality. These include:

· Strategic pay review

· A practice improvement programme

· A small number of service developments

· Strengthening the infrastructure The application of the increased funding to these priority areas was carried out for 2008/09 as shown below together with the planned additional investments over the remainder of the three year funding period:

	Budget
	2008/09 £000
	2009/10 £000
	2010/11 £000

	Strategic Pay Review
	5,500
	8,000
	3,000

	Service Development
	250
	750
	1500

	Infrastructure
	2,000
	2,000
	2,000

	Practice Improvement
	500
	1,000
	1,500

	Total
	8,250
	11,750
	8,000


8.3 As this and earlier monitoring reports to the Board have shown additional costs have been incurred in the current financial year relating to the implementation of the restructure of the organisation and the need to provide additional targeted funding to areas where practice and performance improvements have been prioritised.  

8.4 The early indication from the first of the three Ofsted inspection pilots was that some of the additional resource invested in the area has contributed to a positive response now the findings of the Ofsted Inspectors have been published.  Each of the 21 Cafcass service areas has its own development and improvement needs and profile, and the practice and performance improvement strategy aims to simultaneously improve all 21 service areas. Realistically, service areas will develop and improve at different speeds and with variable rates of programme implementation due to local factors.  

8.5 The Chief Executive has commissioned the Corporate Director (Partnerships) to conduct an evidence based review of examples of effective interventions for improvement, drawing on Cafcass’ own history and best practice in other organisations. It is intended the outcomes of this review will provide a range of responses where investments for success in performance and practice improvements can be more reasonably assured than at present. 

8.6 Underpinning the core budget for the current year is a workforce budget derived from trend information on activity levels and time recording data. This approach creates a transparency between the work required of a local area and the resources allocated to it to do so.  Our monitoring over the last ten months however has made clear there remain significant differences between the target funding for a service area and the actual level of commitments incurred in delivering the local service. 

8.7 While the approach to budget setting for 09/10 will retain the rigour of the model of workload measurement to underpin assessments of resource requirements, a limited number of local adjustments will also need to be negotiated through the Corporate Management Team. These adjustments will reflect specific barriers to achieving the target resource level arising from particular local workforce pressures. Such negotiations will include a timescale within which a resource levels should return to target. 

8.8 Until the level of adjustments needed has been properly assessed it is not yet clear whether the pattern of investment for 2009/11 can be implemented in full, some adjustments to 2009/10 at least will be expected. However, the latest estimates of the final cost of the Strategic Pay Review indicate the provisions originally set aside in 2009/10 are materially overstated and so scope to deal with pace of change costs may found from within this area. 

8.9 A timetable of work has been put in place to develop the detailed budget estimates and agree these well before the start of the new financial year. Progress with and key findings from this work will continue to be brought to the Board.

Anthony Douglas

Chief Executive

Julie Brown

Head of Finance

January 2009
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