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CHILDREN AND FAMILY COURT ADVISORY AND SUPPORT SERVICE

Paper for the Board meeting on 07 December 2007

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 October 07 and the Quarter 2 Forecast.

2   
ACTION FOR THE BOARD

2.1 To note the latest financial position of the organisation as at October 2007 and the Quarter 2 Forecast Out-turn for the year 07/08.

3  
OVERVIEW

3.1 In 2007/08 Cafcass has a resource budget of £108.4m. The budget is made up of the following:

· £106.7m grant in aid 

· £1.6m contact activity funding

· £0.1m ContactPoint project

3.2 The Quarter 2 forecasts were submitted by budget holders in October. Overall budget holders were forecasting a £1m underspend. If we factor in potential project costs associated with the transition to a new IT supplier, overall Cafcass is forecasting a breakeven at Quarter 2.

3.3 There have been no significant movements in the balance sheet from March 07 to October 07.

3.4 The cash drawdown to October is approx £0.9m lower than the original budget projections provided to DCSF. This is due to a delay in the pay award settlement and slippage on the Change budgets with a number of major cash outflows being incurred in the second half of the year.  By the end of the year spend is forecast to be in line with the projections given. 

4   
QUARTER 2 FORECAST

4.1 Each region and National Office cost centre submitted forecasts for their 07/08 out-turn in October.  These were consolidated and the overall position is summarised below.  A detailed breakdown is provided in Appendix 1 and 2.

[image: image2.png]@afcass




4.2 Overall the organisation is forecasting a spend of £107.4m compared to a budget of £108.4m - an underspend of £0.955m.  This represents a reduction in forecast expenditure compared with the Quarter 1 forecast of £108.1m.  The forecasts were reviewed in detail by National Office finance to identify risks of over and understatement by individual cost centres. Whilst a number of risks were identified overall these risks offset each other.   

4.3 Following the Quarter 2 forecasts the following additional expenditure has been identified:

· £846k potential transition costs relating to the new IT provider

· £100k Additional change bids 

Factoring in these additional pressures overall Cafcass is forecasting an out-turn of break-even to budget for the full year

4.4 Discussions and negotiations around the IT supplier continue. Once a final decision has been taken and costs and timings clarified the financial position will need to be reviewed. CMT are in the process of identifying areas for prioritisation should the current estimates around the IT provider change significantly to ensure that resource are maximised. 

4.5 Overall the regions are forecasting an underspend of £1.4m, with half of the regions reporting an underspend and half a small overspend.  The most significant underspends being  in East Midlands and London who are both forecasting underspends in excess of £0.5m.  The most significant driver  for the underspends is slippage in recruitment and in some areas a downturn in activity. The recruitment slippage in some regions has resulted from  the difficulty in finding suitable staff and in others due to delays in agreeing job structures.

4.6 Performance Review meetings have taken place with all budget holders, attended by the  relevant Corporate Director and the Finance Manager to review the forecast submitted.

4.7 National Office departments forecast an overspend of £0.5m.  This includes overspends in the following departments, with main reason given

· £168k in KLPD – insufficient budget allocated for full cost of National Standards Training Programme

· £137k in HR – demand in excess of budget expectations for legal costs, and recruitment.

· £129k in Customer Service – failure to sublet half of South Quay Plaza office.

· £92k in IT – costs in excess of budget for new Intranet.

Each cost centre forecasting an overspend has submitted an explanatory paper to CMT outlining the reasons for the overspend, steps being taken to reduce spend and a bid for the overspend to be approved.

4.8 The Cafcass pay remit has been agreed by DCSF. An offer of 2.6% has formally been made to the Unions and the response is anticipated in early December. The Quarter 2 forecast includes an estimate based on the current 2.6% offer.

4.9 The Change Programme funds have now been allocated to Regions/Departments, and the Quarter 2 forecasts include spend against these allocations. 

A total of £3.25m has been committed through the Change Programme; this is against an original budget for this Programme of £2.8m.  The additional allocation was made due to expected slippage in the Programme and an awareness of additional funds being available due to some regions not achieving their budgets.    The Quarter 2 Forecast has looked at total forecast spend by region against their original budget and any budget allocated under the Change Programme.
4.10 There are a number of risks relating to the Quarter 2 forecast and these are outlined below:  

· Recruitment

The forecasts include a number of assumptions about recruitment. Regional recruitment plans may slip thus increasing the underspend. This will be managed carefully and as far as possible resources will be diverted to enable regions facing backlogs to bring in additional resources to address service pressures. 

· IT Transition

Discussions continue on this. The transition of IT provider is a large project, current estimates regarding timing are January to August 08.  The potential new provider has provided cost profiling which indicates that £846k of costs will fall into the 07/08 financial year.  Once finalised this project will have to be tightly managed to ensure that there is no slippage into 08/09.

· VER Costs

Actual VER costs have been included where known for Regional Directors.  An estimate has been included for potential VER costs relating to Business Managers and Administrators. This is based on expressions of interest and provisional costings. The actual costs are expected by December 07.

4.11 Finance will continue to monitor the full-year position and track any known changes to the forecast.  Budget holders have been instructed that any movements in excess of £10k of their Quarter 2 forecasts need to be agreed with CMT so that there is control and visibility of this spending. 
5  
THE MANAGEMENT ACCOUNTS

5.1 Appendix 1 provides details of budget, actual expenditure and forecast expenditure by expense category. This is summarised in the table below:
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5.2 The tables show expenditure in October of £9.1m against a budget of £9.5m, an underspend in the month of 4%. The cumulative expenditure to date is £60.3m against a budget of £62.4m, an underspend of £2.1m (3%). As can be seen, the underspend predominantly relates to workforce costs. 

5.3 Appendix 2 provides details of budget, actual expenditure and forecast expenditure by budget holder (Region/Department).  This is summarised in the table below:
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5.4 The Regions show a small overspend in the month which has slightly reduced their year to date underspend of £1.8m.  Seven of the ten Regions continue to report an underspend against budget for the year to date, resulting in a 4% underspend for the regions as a whole. The majority of this underspend relates to workforce costs.  Three of these regions reduced their overspend in the month, the others increased their underspend by a total of £214k.  

5.5 National Office is showing an underspend in the month of £377k (3%), contributing to an underspend to date of £136k.  The underspend in October is partly due to the profiling of the IT budget which budgeted £95k of capital spend in October and HR is underspent by £97k in the month this is partly due to the release of provisions of £33k in the month and a reduction to the legal accrual.

5.6 The main areas of National Office overspend year-to-date are Communications (£118k) and Customer Services (£104k). In Customer Services the overspend mainly arises from the delay in being able to sub-let the unused half of the National Office.  In Communications the overspend relates to the upgrade of the Intranet. 

6  
THE BALANCE SHEET
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6.1 The Cafcass balance sheet is reviewed on a monthly basis. Appendix 3 provides a comparative data analysis between the current month, previous month and 06/07 Year-End.

6.2 There were no Fixed Asset additions in the month.

6.3  Movements in current assets and liabilities are due to the timing differences in prepayments and accruals. There have been no significant movements in the month. 

6.4  Provisions reduced by £33k to £700k in the month. Actual cost have been incurred against a number of the provisions and therefore provisions have been released to offset these costs.

6.5 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 spend to date is £1.5m less than the cash drawdown. The actual draw down to October is £0.9m less than the original cash profile. 

7.3 There are three major cash outflows being forecast for the second half of the year - the pay award which will be paid in December but has been accruing since April; the majority of the change programme spend and the transition to a new IT provider which is due to commence in January 2008.  By the end of the year spend is forecast to be in line with the projections given.

7.4 The cash budget does not reflect the additional budget allocations made in year this will be updated once formal confirmation has been received from DCSF in the format of a revised resource allocation letter.

8   
COMPLIANCE - BUGETARY DELEGATION PURCHASE ORDERS/PAYMENT PERFORMANCE
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PO compliance for orders raised before invoice in October is around 80% for both invoice numbers and invoice value, the  highest position in the last 12 months and above the average for 06/07 of 67%; however compliance is much higher in the regions than National Office where it is only 50%. A new invoice procedure is being introduced from 1 January 2008 which will hopefully contribute to an improvement in PO compliance.
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Across CAFCASS 83% of invoices were paid within 30 days however within NO this was only 73%.  

8.3 Finance are introducing a new invoice procedure from 1 January 2008, which will necessitate improved PO compliance.  In the short term this may mean a decline in prompt payment as staff and suppliers get used to the new process, however it is expected that over time payment times will improve.

Sharon Reed

Head of Strategic Finance & Audit

27th November 2007
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