
Report to Audit and Governance Committee 20th January 2017 on 
actions taken in relation to key recommendations made in the audit 
report relating to the audit of Direct Payments - Children

Lead Officer: Amanda Henderson – Lead Manager for Children with 
Disabilities

Summary of Audit Area 

A Direct Payment (DP) is money given to parents/carers of young people so 
that services and/or equipment can be purchased to meet assessed needs, 
instead of the authority providing the support through their 
own/commissioned services.  A Direct Payment can be made for all the 
support that is needed, or for part of it.  The money should be spent in 
accordance with the Direct Payment Agreement (DPA) and the care plan 
agreed, such as employing personal care assistants (PAs) either directly or 
occasionally through an Agency, funding activities or buying equipment.  This 
allows parents/carers and young people greater choice and flexibility in 
obtaining individual services that will meet their needs.

Local authorities must offer Direct Payments for social care provision to all 
those who have been assessed as meeting the criteria for disabled children's 
services.  Local authorities should also be satisfied that the person who 
manages/receives the Direct Payments, on behalf of the young person, will 
use them in an appropriate way.

At the time of the audit there were approximately 175 Direct Payments in 
place where payments of circa £50k were being made every four weeks 
(totalling £650k per annum).



Summary Terms of Reference of the Audit

The objective of the audit was as follows:
 To provide assurance, based on the test cases examined, that Direct 

Payments currently being made to parents/carers are being effectively 
used to provide the support to meet the assessed needs.  This 
outcome  will also be used to inform the following decisions that need 
to be made: 
o Whether a bespoke Direct Payments monitoring system should be 

implemented; and 
o Whether the national initiative of a Direct Payment card scheme 

should be introduced to allow the local authority to have greater 
control over the Direct Payment bank accounts and to reduce the 
likelihood of fraud and irregularity.

Risks

 Insufficient scrutiny and challenge of spend within Direct Payments 
once awarded;

 Monies being spent inappropriately and not for the purposes 
intended;

 Misappropriation of cash; and
 Assessed needs and outcomes not being met.



Key Findings

In order to assess whether DPs are being spent for the purposes intended it is 
necessary to review documentation in relation to each case.  Some of the 
documentation is held centrally as part of GCC’s own systems, but some of it is 
held by the parents/carers and the payroll providers.  The DPA makes it clear that 
information in relation to each care package should be retained and made 
available to GCC upon request.

This audit requested the information for a sample of nine DP cases.  Minimal 
information was received for one of the cases and the value of the four-weekly 
payments was also relatively low, so this case was excluded from the audit 
review. However, it is concerning that the parents in this case did not respond to 
the request to provide bank statements and receipts.

In another case information was received, albeit incomplete, but this DP was not 
reviewed and will be included in Internal Audit’s on-going counter-fraud work.  In 
addition, no information was received for a third case but the value of the four-
weekly payment, at £667.91, still warrants a review to ensure the DP is being 
spent in accordance with the DPA and care plan. Therefore, of the three cases 
excluded from the audit review two will be included in Internal Audit’s on-going 
counter-fraud work.

Although a reasonable amount of evidence was sent in for the six DP cases that 
were reviewed, a complete set of evidence was not made available for any of the 
DP cases in the sample, thereby demonstrating how difficult it can be to obtain 
evidence for monitoring purposes.  On this basis, assumptions had to be made 
and it was not possible to provide absolute assurance that the DPs had been 
spent correctly.

A Direct Payments card scheme may enable the local authority to have greater 
control over the DP bank accounts and the expenditure being incurred but this will 
nevertheless require a monitoring system to be implemented to review the bank 
accounts on an on-going basis.  However, this will not resolve the issue of also 
needing to monitor the completion of timesheets when PAs are employed to 
provide support to the children and young people and any receipts for expenditure 
that has been incurred.  If this information is not submitted upon request, then the 
sanctions as detailed in the DPA might have to be applied.

Recommendation 1

Based on the nature of the findings of this audit, management should 
decide whether to:

 Continue with the current system of requesting parents/carers to 
submit information in order to monitor whether DPs are being spent 
correctly and then applying the sanctions allowed in the Direct 
Payment Agreement if the parents/carers fail to submit the 
information; or



 Implement an alternative system whereby GCC will have access to 
the banking information without having to request the parents/carers 
to submit it, e.g. a Direct Payments card scheme.  This option will 
nevertheless require an on-going monitoring system to be introduced 
and will also necessitate requesting certain information that will not 
be made available through a Direct Payments card scheme, e.g. 
timesheets for PA services and receipts for expenditure incurred.

The following evidence was requested for the six sample DP cases that were 
reviewed:

 Support Plan/s – to identify those elements of the care plan that were to be 
taken via a DP;

 Direct Payment Agreement/s – to ensure that the DPA matched the 
Support Plan requirements and had been signed by the parents/carers;

 Budget Commitment form/s – to ensure that the actual DPs made to the 
parents/carers agreed to the Support Plan and DPA;

 Bank Statements – for the DP accounts that had been set up;
 Timesheets – for any PAs that had been employed;
 Payslips – to identify the payments that were due to the PAs and Her 

Majesty’s Revenue and Customs (HMRC); and
 Receipts – to support any expenditure that had been incurred.

From the evidence that was submitted, it became apparent that in five out of the 
six sample DP cases, the DPs were not entirely being spent for the purposes 
intended.  These will require further investigation with corrective action being 
taken as appropriate.

Examples of the types of non-compliance identified were as follows:

 Employing close family members living in the same household to provide 
care as PAs;

 Using the DP to pay for activities that should have been paid for by the 
parents;

 Using the DP to pay for items of expenditure that are not part of the DPA;
 Making cash withdrawals from the DP account for unknown items of 

expenditure;
 Using the DP account to fund private expenditure and not fully reimbursing 

the DP account; and
 Transferring funds from the DP account to a personal account, usually to 

that of the parent, with no explanation.

Recommendation 2

Based on the detailed findings from each of the DP cases that were 
reviewed, management should decide on the appropriate action that should 
be taken which could include:

 Requesting the balance of the outstanding evidence to be submitted 
in order to properly verify that the DPs are being spent for the 



purposes intended;
 Referring any suspected irregularity cases to Internal Audit’s 

Principal Auditor responsible for Counter Fraud; and
 Invoking the sanctions in the Direct Payment Agreement, e.g. not 

allowing the Direct Payments to continue and/or requesting 
repayments to be made for any expenditure that was not in 
compliance with the Direct Payment Agreement.

Recommendation 3

For the individual DP cases in the audit sample where it was identified that 
alternative activities were being paid for from the DP account as opposed to 
employing a PA, these should be reviewed and the Support Plans/DPAs 
amended to reflect any changes agreed.

Recommendation 4

Based on the detailed findings from each of the DP cases that were 
reviewed management should introduce a Direct Payment monitoring 
system that will provide assurance that Direct Payments are being spent for 
the purposes intended on an on-going basis (please refer to 
Recommendation 1), e.g.

 Continue with the current system of requesting parents/carers to 
submit information in order to monitor whether DPs are being spent 
correctly and then applying the sanctions allowed in the Direct 
Payment Agreement if the parents/carers fail to submit the 
information; or

 Implement an alternative system whereby GCC will have access to 
the banking information without having to request the parents/carers 
to submit it, e.g. a Direct Payments card scheme.  This option will 
nevertheless require an on-going monitoring system to be introduced 
and will also necessitate requesting certain information that will not 
be made available through a Direct Payments card scheme, e.g. 
timesheets for PA services and receipts for expenditure incurred.



Action taken as at the end of December 2016 and/or proposed

Management response to recommendation 1 and 4

The system of requesting parents/carers to submit information is currently being 
used. All parents/carers have been written to directly to provide refreshed 
information about Direct Payments and the requirements they have under the 
DPA. This has been supported by the parent carer voice and parent carer 
chairperson. The current policy and DPA remain in place with the sanctions as set 
out in the policy being applied. At times this is with discretion in accordance with 
the personal circumstances of the family and further financial risk to the Local 
Authority.

It is to be noted that DP’s provide choice, control, personalised care and are cost 
effective way for the Local Authority to provide for assessed needs. Services 
directly commissioned by the Local Authority are not always able to provide the 
flexibility, choice and control that work most effectively for the child or family and 
costs are higher than the average DP rate. 

Internal processes have been introduced to ensure when a reassessment is 
completed where a DP is provided all required paperwork is provided and 
reviewed by the assessor. Anomalies are discussed with audit and referred to 
Counter Fraud if required following initial review.

Following audits and counter fraud work some funds are being returned to the 
Local Authority and areas where the parental management of the account was 
outside the scope of the agreement parents have been informed of this, sanctions 
have been applied in accordance with the area of non compliance.

Working in partnership with the audit team during December 16 we have 
requested the review of ten further high cost (4 weekly high cost) accounts. To 
date we have received full information from 4 accounts and are following up with 
the outstanding cases. These will all be audited and where there are anomalies 
audit will discuss these with the Service Leader for Disabled Children and take 
required action which may include a referral to the police or apply the sanctions 
as per the DPA. Some of the cases being audited have turned 18 and are in 
receipt of Adult Social Care Services. Should anomalies in these accounts be 
found this will be shared with Adult Social Care. Some cases being reviewed are 
approaching 18 and the same will apply in consideration of risk to the Local 
Authority of maintaining a DP.

We are working with Adult Social Care who having the greater volume of service 
users in receipt of a DP is leading on the implementation of the Pre Payment card 
system. They have agreement to go out to tender for a card provider in January 
2017 with the intention of implementing this system from April 17. Work will be 
undertaken with Adult Services to monitor the use, benefit and resource required 
for use of the cards. After 3 months of use and monitoring consideration will be 
given to implementation for Children’s DPs. The tender request is being made to 
the payment card providers to enable sufficient flexibility in the contract to make 
changes if Children’s Services join the contract. 



Management response to recommendation 2.

All outstanding evidence has been requested from each DP case that has been 
audited. Information from two of the original cases remains outstanding and direct 
work with the parents is being undertaken to obtain the required information. 
Outstanding evidence has been shared with Internal Audit. Where irregularities 
have been found sanctions have been considered on a case by case basis and 
applied.

Management response to recommendation 3.

Where alternative activities were being paid for which didn’t correlate to the plan 
these activities have been ceased and the agreed plan has been implemented or 
the Support plan has been amended to reflect the changes with management 
oversight and agreement.

Management response to recommendation 4.

Please see response to recommendation 1.

 


