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AUDIT COMMITTEE 
                2 March 2012 

 
 
REPORT OF DEPUTY CHIEF EXECUTIVE & CORPORATE DIRECTOR FOR 
RESOURCES  
 
INTERNAL AUDIT REPORT SELECTED FOR EXAMINATION  
 
 
1. PURPOSE OF REPORT 
 
This report presents the Internal Audit report selected for detailed examination at the 
November 2011 meeting.  The Audit Committee’s role is to appraise the quality and scope 
of the Internal Audit work and determine whether the action taken by the audited service 
was sufficiently robust and prompt in response to the audit findings.  Colleagues from 
Internal Audit and the reviewed service will be present at the meeting to assist this activity. 
  
2. RECOMMENDATIONS 
 
To critically appraise the Internal Audit reports at Appendix A (Self Directed Support) to: 
 

• determine whether the audit work was of an appropriate quality and scope;  
• determine whether the service response was sufficient, robust and prompt; 
• make any further observations and/or comments considered relevant; 
• determine any further action. 

 
3. REASONS FOR CONSIDERATION 
  
The critical appraisal of selected Internal Audit reports is an important aspect of the Audit 
Committee’s governance work. This helps the Committee to fulfil its responsibility to 
receive reports on the work undertaken by Internal Audit and to monitor its performance.  
In doing this, the Committee is testing the robustness of and contributing to the 
organisation’s audit and other governance arrangements.  This also aids development of a 
deep understanding of the Council’s internal control environment and Internal Audit 
working practices.  Issues to consider are: 
 

• how the audit was selected – for example the risk assessment, the potential for 
fraud, previous track record of the service, frequency of the audit; 

• whether the audit coverage was appropriate, adequate and correctly focussed; 
• the time spent on the audit against the outcomes and findings; 
• the quality of the Internal Audit report; 
• the actual findings and the impact on the service and the Council overall; 
• the service’s response to the audit recommendations; 
• the speed and robustness of the actions taken to address the recommendations; 
• whether there are any learning points or principles that could be applied in future 

audit or governance work. 
 
This list is illustrative only and the Committee is at liberty to explore other governance 
issues. 



 

 

 
4. OVERVIEW OF WORK UNDERTAKEN  
 
Appendix A  is a final report issued on 18 July 2011.  Table A  outlines the audit work and 
summarises key issues.  
 
TABLE A –  Final Audit Report – Direct Payments  
Reason for audit  
The Adult Assessment Directorate of Children and Families had, during 2010/11 a 
budget of £4.6m for Direct Payments for service users.  Therefore, as part of the 
2010/11 Audit Plan Internal Audit reviewed the systems and processes relating to these 
payments.  

Assurance level: Limited 

Key findings 

o The role and responsibility of Panels is not formally documented or approved. 

o Panel may not receive financial information as to the level of funding already 
committed and the level of funding available. 

o The Executive Board reduced Corporate Director’s financial approval limits from 
£50k to £25k on the 22 March 2011.  Approval above this limit is to be made by 
the responsible Portfolio Holder. This has a direct impact on the ability of Panel to 
approve the cost of care packages.   

o There is no reconciliation between the expected data that is processed by 
Accounts Payable and the data actually input. 

o There are deficiencies within the current IT arrangements concerning Direct 
Payments which need to be addressed as a matter of priority as they relate to 
Strategic Risk SR22 - Putting People First.  In particular to the IT risk, “Failure to 
deliver IT system to efficiently and effectively support assessment & care 
management processes”. 

Recommendations 

Total:  16 High Priority: 7 Medium Priority: 7 

Time taken  

Actual days: 22 Planned days: 23.4 

Implementation of recommendations 

The ownership of Internal Audit recommendations is the responsibility of the audit client.  
An update of progress has been included in the report. In summary all 
recommendations are complete or plans are set in place to complete them or address 
the underlying issue before the end of March 2012. 

 
 
5. BACKGROUND PAPERS OTHER THAN PUBLISHED WORKS OR THOSE 

DISCLOSING EXEMPT OR CONFIDENTIAL INFORMATION  
 

None 
 



 

 

6. PUBLISHED DOCUMENTS REFERRED TO IN COMPILING THI S REPORT 
 

Minutes and report from the Audit Committee 25 November 2011 
 
 
Carole Mills-Evans 
Deputy Chief Executive & Corporate Director for Resources 
 
Author and contact colleague 
Shail Shah 
Head of Internal Audit 
� 0115-8764245 
� shail.shah@nottinghamcity.gov.uk 



 

NOTTINGHAM CITY COUNCIL INTERNAL AUDIT  
 

Private & Confidential 

 

 
 Appendix A 

Final Internal Audit Report  
Direct Payments 

2010/11 
Community and Resources Departments 

 

 
 

Contents of Report Page 
   

1. Executive Summary and Opinion 2 -5 
2. Responsibilities 5 
3. Action Plan 6 - 18 
 Glossary of Terms 19 

 
Document title:  2011-07-14 final audit report - direct 

payments.doc  
Audit Ref: SSD21_01/11/03 
Version: 28 
Issue Date: 18 July 2011 

 
Issued to: Helen Jones  Director Adult Assessment  

 
Copied to: John Kelly Corporate Director 

Communities 
 Tony Vardy Locality Head North 
 Jake Jacobs Business Manager 

Community Social Inclusion 
 Liza Selway Direct Payments Officer 
 Tony Kirkham Director of Strategic Finance 
 Lisa Black Head of Revenues Benefits 

& Welfare Rights 
 Ian Greatorex Strategic Finance Manager 
 Bev Osborne Business Manager Income 

Collection & Recovery 
 Richard Fowler Team Leader Fairer 

Charging 
 Darren Revill Team Leader – Finance 

 
Contact Details:   
Head of Internal Audit Shail Shah Ext:  64245 
Audit Manager Simon Parsons Ext:  64246 
Principal Auditor Peter Thompson Ext:  64244 

 



 

   

Private & Confidential Internal Audit 
 2  
   

 

1 Executive Summary 

 
1.1 We have reviewed the systems and processes relating to Direct Payments for Adult 

Social Care as part of the 2010/11 Audit Plan. 

1.2 Direct Payments began in 1996 when the Government gave Local Authorities the 
power to offer direct payments to service users. In 2003 this power became a 
statutory. The resultant change in the regulations means that a direct payment option 
must be offered as an alternative means of funding citizens care provision.    

1.3 In 2008 the Government commenced its “Putting People First” initiative in order that 
citizens could personalise the way in which they wished to receive services and the 
way in which services would be funded.  Under this initiative each citizen has a 
personal budget which they may receive in the form of a direct payment, 
commissioned service or a combination of both.  In order to manage this programme 
the City Council identified a strategic risk within the Corporate Risk Register (SR22 
Failure to achieve the national policy requirement, milestones and targets for Putting 
People First.)  This risk cuts across the application of Direct Payments and the 
implementation of Personal Budgets.  There are many strands to this risk, but two of 
these key risks are:  

• IT system fails to effectively support the new assessment and care 
management processes 

• Failure to implement new, more efficient processes for financial assessment 
and care purchasing 

1.4 These two risks will be covered in more detail within a review of Putting People First 
later in the year. 

1.5 A more recent advancement has been the introduction of “Think Local, Act Personal: 
Next Steps for Transforming Adult Social Care” as a way forward for personalisation 
and community based care.  This initiative continues to rely on the use of Personal 
Budgets and the use of Direct Payments as a means of funding that care.   

1.6 The scope of this review looked at the following aspects of direct payments: 

• The authorisation and payment process of Direct Payments. 

• Amendments to data and the authorisation process for changes in funding 

• The monitoring process to ensure that the funding has been appropriately 
utilised. 

• Reconciliation of the payments made through OneWorld to the City Council’s 
ledger. 

• Access controls and the back-up process concerning the access database 
and spreadsheets. 
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1.7 This review also touched on Self Directed Support Direct Payments and 
Commissioned Services as a by-product of reviewing Direct Payments. 

1.8 We have not reviewed Direct Payments made for our young citizens as these 
payments are administered by the City Councils’ Department of Children and 
Families and not paid through Communities or Resources Departments. 

1.9 During the course of this review we identified a number of areas where there are 
gaps within the framework of controls and these are detailed below in 1.11.  
However, the results of our testing enable us to confirm that: 

• Social Care Panels approve the commitment of expenditure for each client, 
though there are issues around audit trails and formal communication of the 
approved value. 

• Signed DP2 agreements with citizens were located, though issues do exist 
over the age of some of these agreements which, in some instances, date 
back to 2005. 

• Each of the cases examined had a service start date recorded within 
CareFirst. 

• The actual payments made agreed with the Direct Payments Team – 
payments spreadsheet.  

• There is evidence of case reviews being undertaken in terms of both 
quarterly financial monitoring and annual social care reviews. 

Opinion  
 
1.10 We are required to provide an opinion on the adequacy and effectiveness of internal 

controls in relation to the area under review. Our opinion is based on the work 
performed as set out in the agreed Audit Brief and is subject to the scope set out 
above. We are able to give limited assurance  on the controls in this area. 

1.11 The reasoning behind this level of assurance is that whilst processes are being 
followed and the key controls are operating, there are the following gaps within the 
framework of controls: 

• The Social Care Panels do not have any formal terms of reference and may 
therefore be operating and approving the commitment of expenditure without 
the correct level of authority or formal empowerment. 

• The amount of the approval is not clearly documented within the panel 
documentation.  There is in some instances an assumption that the Chair of 
the panel has approved the value shown within the costed support plan as 
the only record available is an e-mail from the Panel Clerk with that value 
recorded upon it 

• The City Council has a Strategic Risk – SR22 - Failure to achieve the 
national policy requirement, milestones and targets”.  One of the red risks 
associated with this risk is “Failure to deliver IT system to efficiently and 
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effectively support assessment & care”.  From the work that has been 
undertaken workarounds have been developed over a number of years to 
reflect changes in the client groups required to receive direct payments and 
to manage the processes to ensure payments are made.   Some of these 
workarounds have led to a lack of clear audit trail from point of approval 
through to the payments being made and the reviews undertaken.  Some of 
this loss  relates to the fact that the data is being recorded within different IT 
applications; such as Castle, CareFirst, OneWorld, an access database and 
five different excel workbooks, and there is no clear cross referencing 
between the data and source documents. 

• In addition, there are no linkages that exist between the services that are 
commissioned by Children and Families Commission Team, Direct Payments 
and Commissioned services for Self Directed Support.  Therefore, there is no 
mechanism to assure us that we are receiving the services for which we are 
paying, in terms of quality and quantity. 

However, the first tentative steps are now being taken to address this risk 
with discussions having started within and between the Resources and 
Communities Departments, and there is a proposal to appoint a Project 
Manager to enable a suitable software application to be procured to mitigate 
this risk.  

• Associated with the SR22 and IT systems is the fact that payments record 
are retained within an access database and the payments are generated by 
means of an excel spreadsheet.  There are a number of risks associated with 
this method of processing in that neither the access database nor the 
spreadsheets are password controlled or have an audit trail.  This means that 
the data could be accessed and amended by unauthorised colleagues, and 
there would be no record as what was changed or who had changed it.  In 
addition, a different work book is created each year to record the payments, 
therefore, over time, the audit trail becomes weaker and there is a greater 
risk of a spreadsheet being accidentally deleted or software versions 
changing making it less likely to get back to the prime record. 

• In addition, the method by which the payments are generated is inefficient, in 
that Accounts Payable process the payments by inputting each line within a 
spreadsheet and there could be up to 300 lines on one worksheet that need 
to be processed.  This can lead to errors in processing as different 
colleagues may process the data or data may be processed on different days 
leading to duplicate payments or omissions.  

• There is no reconciliation of the expected payments to the payments 
generated within OneWorld.  One consequence is that payment errors are 
not quickly identified.  

• As a side issue to our review there is no mechanism in place that ensures 
that we are paying the right price for the services we are commissioning.  
Currently there is no practical means of checking every invoice that is 
received against every citizens agreed costed support plan to ensure that the 
invoice cost agrees with the commissioned price. 
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Value Added 
 
1.12 As well as highlighting the gaps in the control framework this audit adds value by 

identifying areas where improvements need to be made in order that potential 
efficiency saving can be achieved and where longer term decisions are required to 
improve the current systems and processes. 

 
 
 
 

2 Responsibilities 

 
2.1 Whilst a number of recommendations are included in this report, it is the 

responsibility of management to determine the action that will be taken in response 
to each recommendation. Management should assess the risks to the objectives 
involved and the cost-effectiveness of the control improvements suggested.  

2.2 Management is responsible for ensuring that all agreed recommendations are 
implemented within the agreed timescales. 

2.3 The City Council’s Audit Committee review summary Internal Audit reports and the 
main issues arising, and seek assurance that action has been taken where 
necessary. As a consequence we provide details of each final audit and 
recommendations made. Management may be required to attend Committee or 
respond to it in relation to actions agreed and taken 

2.4 Management should note that any recommendations that relate to Financial 
Regulations must be implemented unless a satisfactory business case has been 
agreed justifying why the recommendation will not be implemented. 
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Glossary of Terms 
 
Levels of Assurance  
 

We use four categories to classify Internal Audit assurance over the processes examined, 
these are defined as follows: 
High  
Assurance 
 

High assurance that the system of internal control is 
designed to meet the organisation’s objectives and 
controls are consistently applied in all the areas 
reviewed.  Our work found some low impact control 
weaknesses which, if addressed, would improve overall 
control. These weaknesses are unlikely to impair the 
achievement of the objectives of the system. 

Significant 
Assurance 
 

Significant assurance that there is a generally sound 
system of control designed to meet the organisation’s 
objectives and that controls are generally being applied 
consistently in the areas reviewed. However, some 
weakness in the design or inconsistent application of 
controls put the achievement of particular objectives at 
risk. 

Limited  
Assurance 
 

Limited assurance as weaknesses in the design or 
inconsistent application of controls put the achievement 
of the organisation’s objectives at risk in the areas 
reviewed. 

No  
Assurance 
 

No assurance as weaknesses in control, or consistent 
non-compliance with key controls, could result in failure 
to achieve the organisation’s objectives in the areas 
reviewed. 

 

Where appropriate we may also comment on the level of assurance we can give that 
objectives will be met. This may apply when there are risks either partially or wholly 
outside of the control of management. 
 
Categorisation of Recommendations  
 

The recommendations within this report have been categorised by Internal Audit as: 
High Priority A fundamental weakness which presents material risk to 

the audited body and requires urgent attention by 
management. 

Medium Priority A significant weakness whose impact or frequency 
presents an unacceptable risk to the audited body that 
should be addressed by management. 

Low Priority The audited body is not exposed to any significant risk, 
but the recommendation merits attention. 

In all cases Internal Audit will follow up implementation of the recommendations by the 
agreed date. 

 


