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1 Introduction 
 

As part of the internal audit plan for 2016/17, agreed by the Audit Committees, we have 
undertaken an internal audit of Accounts Receivable with the Adult Social Care department in 
the London Borough of Hammersmith and Fulham, Royal Borough of Kensington and Chelsea 
and Westminster City Council. 

 
Income can be a vulnerable asset and effective income collection systems are necessary to 
ensure that all income due is identified, collected and properly accounted for. 
 
As part of the migration to Managed Services, customer records were consolidated for all three 
councils. BT are responsible for raising invoices to customers following requests raised by 
council staff through the Agresso system which went live in April 2015.  
 
Whereas LBHF and RBKC have historically managed Adult Social Care (ASC) income recovery 
within the department this has previously been managed corporately in WCC. As part of the 
transfer to Managed Services, income recovery is now managed for all three boroughs by the 
ASC department with an in house team consisting of 12 officers. 
 
Care packages and financial assessments are recorded on the Frameworki system and the 
data transferred onto Agresso via a monthly interface. Monthly statements are then sent to 
clients advising them of the balance due. 
 
Reminder letters should be sent out after an agreed period if an invoice is not paid; however 
this is not currently not automated via Agresso. 
 
Value of outstanding debts across the three boroughs in 2017 

Month Hammersmith and 
Fulham 

Kensington and Chelsea Westminster 

January £ 2,515,484.23 £ 2,906,233.66 £ 3,767,131.57 

February £ 2,258,989.15 £ 2,708,906.92 £ 3,225,706.77 

March £ 2,272,292.15 £ 2,831,062.69 £ 3,119,174.06 

May £ 2,727,016.20 £ 2,797,701.30 £ 3,744,868.30 

June £ 2,484,683.06 £ 2,723,720.40 £ 3,285,158.62 

 
 
The executive summary provides the overall view of the system which is supported by RAG 
(Red/Amber/Green) ratings for the activities covered by the audit.  The remainder of the report 
is by exception only to highlight areas for improvement. 
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2 Executive Summary  
 
2.1 Assurance Opinion 

 

 Nil Limited Satisfactory Substantial 

Audit Opinion  
  

 

 

 

 
2.2 Recommendations Summary  

 
The following table highlights the number and categories of recommendations made.  

 

Area of Scope Adequacy Effectiveness Recommendations Raised 

High Medium Low 

Policies and Procedures   0 0 1 

Raising of Invoices   1 0 0 

Collection   0 1 0 

Credit Notes/Refunds   1 1 0 

Debt Recovery   1 2 0 

Write-offs   0 0 0 

Management Information   0 0 0 

Total 3 4 1 

Please refer to the Appendix 2 for a definition of the audit opinions and recommendation priorities. 
  

Li 
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3 Summary of Findings 
 

In Internal Audit’s opinion, Limited Assurance can be given to Members/Chief Executive(s) 
and other officers that the controls relied upon at the time of the audit were suitably designed, 
consistently applied and effective in their application.   
 
The key findings and an assessment of controls are summarised below: 
 

Application of and compliance with controls to address the key risks identified  
 

 Debt Collection, Debt Recovery, and Write-off procedures are in place to provide 
guidance on the income collection/recovery process for the Finance Assessment and 
Income Collection Team.  

 The Debt Recovery procedures were last approved in April 2015; the Standard 
Operating Procedures on Debt Collection and Management were last reviewed in May 
2015; and the Write-off Workflow procedures were last reviewed in February 2016. 
These documents are made available to staff members on the Councils’ Intranet. 

 A Scheme of Delegation is in place for each of the three boroughs on the approval 
limits for write-offs and refunds. Write-offs over £100,000 relating to London Borough of 
Hammersmith & Fulham, Royal Borough of Kensington and Chelsea and Westminster 
City Council require Cabinet member approval. Below this, approval is required by the 
relevant Director/Manager depending on the type of debt. 

 The Frameworki system holds the billing information on service users, from which an 
interface file is produced for billing. Once automatically uploaded onto Agresso, the 
interface data is used to generate, print and send out invoices to service users.  

 Manual invoices are raised if there are any specific adjustments for service prices or 
backdating of deferred payments. The justification for each manual invoice is 
documented on Frameworki by the Income Collection Officer and this is then presented 
to the Head of Financial Assessment and Income Collection for review. 

 A report of manual invoices raised could not be provided. We were therefore unable to 
carry out testing to confirm if manual invoices had been approved in accordance with 
the Scheme of Delegation or whether they were included in statements subsequently 
sent to clients. 

 A monthly reconciliation between the Agresso and Frameworki systems is completed 
by the Head of Financial Assessment and Income Collection; however, review of the 
reconciliations from January to March 2017 established that the reconciliations are not 
evidenced as checked by a second officer. 

 Unallocated income is placed in the UNA suspense accounts. It is the responsibility of 
BT to clear the suspense account, with the Corporate Finance Team assisting BT with 
items they are unable to allocate.  

 A report of all unallocated items in UNA suspense accounts for each of the three 
boroughs was obtained. These accounts are reviewed by Income Collection Officers if 
they are expecting payment for a standing order item or if customers have informed the 
team that they have paid for a debt that they are being chased for. The accounts are 
also reviewed and monitored monthly by the Head of Financial Assessment and 
Income Collection. 

 Refunds can occur when the service user has paid both the Care Home and the 
Council for the services they have received. The refunds are raised by a member of the 
Finance Assessment and Income Collection Team which workflow for approval on 
Agresso to the Cost Centre Manager. 
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 Although we obtained a report of refunds processed since April 2016, we were not 
provided with evidence of local approval for the sample of refunds selected for testing. 
A total of 29 refunds valued at £30,920 had been issued in the 2016/17 financial year.  

 The Finance Assessment and Income Collection Team have a 14 day key performance 
indicator (KPI) set for refund processing; however, performance against this KPI is not 
monitored by the team.  

 Reminder letters should be sent to debtors where invoice payments are overdue. At the 
time of the audit, the dunning process was not automated due to issues with Agresso. 
Reminder letters are therefore sent manually by the Financial Assessment and Income 
Collection Team on an ad-hoc basis.  

 Testing of 10 debt items identified seven instances (totalling £ 29,495.02) where follow 
up action was required. In three of these cases, a reminder letter had been sent; 
however, in only one of these cases had the letter been sent within the last 12 months. 
In the remaining four cases, no debt recovery action was evidenced within the last 12 
months. 

 Examination of the debt recovery monitoring spreadsheets (downloaded from Agresso) 
maintained by the Income Collection Officer for Royal Borough of Kensington and 
Chelsea established that these were difficult to follow and we were unable to test 
whether letters had been sent in promptly. This also results in only one officer 
understanding what action has been taken and a potential single point of failure. 

 Bulk write-offs are proposed by the Head of Financial Assessment and Income 
Collection and approved by Officers of the Authority in accordance with delegated 
authorities of the Authority. From a sample of 10 write-offs tested (Totalling 
£28,063.08), we confirmed that in all cases, the write-offs had been approved 
appropriately. 

 Monthly Aged Debt reports are reviewed by the Head of Financial Assessment and 
Income Collection. This was confirmed for January, February, March, May and June 
2017. Examination of these reports did not identify any significant trends in the level 
and age of debts.  

 The Monthly Aged Debt reports are also sent to Senior Management for review and 
monitoring. This includes the various types of debts owed, the amount, and length of 
time the debts have been outstanding. A copy of the most recent email to senior 
management was provided and we were informed these are discussed at management 
meetings. 

 The RBKC Group Finance Manager provided a debt report to the ASC Scrutiny 
Committee in Kensington in March 2017 which included an action plan. Progress is due 
to be reported back to the Committee shortly. Action Plans are also being developed for 
WCC and LBHF. The responsible managers attend the ASC Finance Managers 
meeting on a regular basis to update on debt levels, progress of actions, proposed 
write-offs and client affairs debts – where actions to be completed are raised and 
monitored. This is carried out on an at least monthly basis. 
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Appendix 1: Management Action Plan 

1. Policies and Procedures – Debt Recovery Procedures 

Priority Issue Risk Recommendation 

Low  

 

The Adult Social Care Debt Recovery 
Procedure document was last reviewed 
and approved in April 2015. 

Where the Adult Social Care Debt 
Recovery Procedure is not reviewed and 
approved on an annual basis, there is a 
risk of inconsistent and inefficient working 
practices. This can lead to inefficiencies, 
potential errors being made or wasted 
resources to rectify errors. 

The Adult Social Care Debt Recovery 
Procedure document should be reviewed 
and approved annually by Senior 
Management.  

Management Response 

Agreed  

Responsible Officer Deadline 

Head of Financial Assessment and Income Collection  December  2017 
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2. Raising of Invoices – Report of Manual Invoices raised 

Priority Issue Risk Recommendation 

High The Finance Assessment and Income 
Collection Team were unable to provide a 
report of manual invoices raised since 
April 2016. As a result, we were unable to 
test whether invoices raised were valid 
and had been approved in accordance 
with the Scheme of Delegation.  

Where a report of manual invoices raised 
is not available, there is a lack of audit 
trail which may result in the Council being 
unable to identify all manual invoices 
raised and unable to verify their 
completeness and accuracy. 

The Council should liaise with BT to 
enable a report of all manual invoices 
raised to be produced to help ensure that 
manual invoices can be identified, are 
included in subsequent statements, and 
reviewed as necessary. 

Where this is not possible or requires a 
lead time to implement, an alternative 
method to record or flag manual invoices 
should be developed and ongoing 
assurance gained that manual invoices 
are being approved in line with the 
Scheme of Delegation. 

Management Response 

ASC has raised this issue with BT several times, However, we have been advised that Agresso is unable to distinguish between manually and 
automated uploaded invoices. This understanding will be checked again with BT. 

In the absence of a BT Generated report, ASC will seek an alternative mechanism to identify manually raised invoices.  

Responsible Officer Deadline 

Head of Financial Assessment and Income Collection and Finance Officer December 2017 
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3. Collection – Secondary check of reconciliations 

Priority Issue Risk Recommendation 

Medium A monthly reconciliation between the 
Agresso and Frameworki systems is 
completed by the Head of Financial 
Assessment and Income Collection; 
however, this is not checked by a second 
officer. 

Where the monthly reconciliation 
between the Agresso and Frameworki 
systems is not checked by an 
independent officer, there is a risk that 
discrepancies may not be identified and 
rectified in a timely manner. 

The monthly reconciliation between the 
Agresso and Frameworki systems should 
be evidenced as reviewed by a second 
officer.  

This could be evidenced via electronic 
signatures or email confirmation. 

Management Response 

Agreed, this has now been implemented. 

Responsible Officer Deadline 

Head of Financial Assessment and Income Collection and Finance Officer   November  2017 
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4. Credit Notes/Refunds – Evidence of approval 

Priority Issue Risk Recommendation 

High Examination of the refund report provided 
identified that a total of 29 refunds valued 
at £30,920 had been issued in the 2016/17 
financial year. We were not provided with 
evidence of local approval for the sample 
of refunds selected for testing.  

The Head of Financial Assessment and 
Income Collection informed us that they 
are unable to review the workflow on 
Agresso to ensure that the right Cost 
Centre manager had approved the refund.  

Where approval of refunds cannot be 
evidenced in accordance with the 
Scheme of Delegation, there is a risk of 
inappropriate refunds being processed. 

The Council should liaise with BT to 
resolve the issues preventing the Finance 
Assessment and Income Collection Team 
from reviewing the workflow for refunds 
on Agresso. 

In the absence of the refund workflow 
details, a manual record of refunds and 
their authorisation should be maintained. 

Management Response 

Agreed 

Responsible Officer Deadline 

Head of Financial Assessment and Income Collection  December 2017 
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5. Credit Notes/Refunds – Monitoring of KPIs 

Priority Issue Risk Recommendation 

Medium The Finance Assessment and Income 
Collection Team have a 14 day key 
performance indicator (KPI) set for refund 
processing (from the date that the refund 
total is agreed to when the refund is 
issued); however, performance against 
this KPI is not monitored by the team.  

Where the time taken to process refunds 
is not monitored, there is a risk that 
refunds are not processed in a timely 
manner and remedial action is not taken 
to prevent it becoming an ongoing issue. 

The Finance Assessment and Income 
Collection Team should capture the 
information required to monitor the time 
taken to process refunds.  

This should be reported on a monthly 
basis for monitoring. 

Management Response 

Agreed 

Responsible Officer Deadline 

Head of Financial Assessment and Income Collection  December 2017 

  



  

 

 

 12 

 

6. Debt Recovery - Procedure should be set out on how manual reminder letters should be sent out 

Priority Issue Risk Recommendation 

High Reminder letters should be sent to debtors 
where invoice payments are overdue. At 
the time of the audit, the dunning process 
was not automated due to issues with 
Agresso. Reminder letters were therefore 
sent manually by the Financial Assessment 
and Income Collection Team on an ad-hoc 
basis 

Testing of 10 debt items identified seven 
instances (Totalling £29,495.02) where 
follow up action was required. In three of 
these cases a reminder letter had been 
sent; however, in only one of these cases 
had the letter been within the last 12 
months. In the remaining four cases, no 
debt recovery action was evident within the 
last 12 months. 

Discussions with the Head of Financial 
Assessment and Income Collection 
established that reminder letters for debt 
are sent out on an ad hoc basis, and that 
there is not a set procedure in place for 
sending reminder letters.  

Where reminder letters are not sent to 
debtors, and where debts are not 
followed up in a timely manner, there is 
an increased risk that the debtor is 
unaware of the debt that is owed.  

Where procedures are not in place on 
how reminder letters are sent out, there 
is an increased risk that debts are 
chased inconsistently and ineffectively. 

These risks may lead to payments not 
being made and loss of income to the 
Council. 

The Council should continue liaising with 
BT to resolve the issues preventing 
automatic reminders being sent to 
debtors.  

In the meantime, the Financial 
Assessment and Income Collection Team 
should continue to send reminder letters 
and ensure that this is done to a regular 
timetable. 

Monitoring should then take place to gain 
assurance that the action defined in the 
Debt Recovery Procedure is being 
complied with. 

 

Management Response 

The absence of an automated dunning system has continued to be raised with BT over the last 2 years. This facility has always been expected 
to be available, however, the promised timescales have continued to slip as problems have been identified. At the current time, we have no firm 
commitment regarding this roll out. As a result, we have had to implement a local system whereby locally generated letters are being sent to 
residents.       
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Responsible Officer Deadline 

Head of Financial Assessment and Income Collection December  2017 

 

7. Debt Recovery - Suspended Debts  

Priority Issue Risk Recommendation 

Medium Debt recovery can be suspended by 
Income Collection Officers placing an 
item on hold. Approval should be sought 
from Senior Management before debt 
recovery is suspended. 

The Finance Assessment and Income 
Collection Team do not maintain a report 
of debt items for which there was 
suspended debt collection. As a result, 
we were unable to confirm that adequate 
controls are in place to ensure these debt 
items have been approved and are 
regularly reviewed by senior members of 
staff. The review of suspended debts will 
become increasingly important once the 
automated dunning process is in place.  

Where a report of accounts, where debt 
recovery action has been put on hold, is 
not regularly reviewed, there is a risk that 
recoverable debts are not pursued which 
could lead to a loss of income to the 
Council. 

A report of debts where recovery action 
has been put on hold should be 
maintained and reviewed on a monthly 
basis to confirm that the account is still 
applicable to be on hold.  

Management Response 

Agreed 

Responsible Officer Deadline 

Head of Financial Assessment and Income Collection December 2017 
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8. Debt Recovery – Record keeping 

Priority Issue Risk Recommendation 

Medium The Income Collection Officer assigned 
to recover outstanding debt for RBKC 
downloads a spreadsheet from Agresso, 
on which the Officer updates what debt 
recovery action has been taken. The debt 
recovery is carried out via phone calls to 
clients. 

Examination of the monitoring 
spreadsheets maintained by the Income 
Collection Officer established that these 
were unclear and it would not be possible 
for other officers to identify what debt 
collection activities had taken place for 
each client. This results in a single point 
of failure should this person not be 
available. 

Where there is a single point of failure, 
there is a risk that if the individual is 
unavailable, staff will be unable to identify 
what debt recovery activities that have 
taken place. This may result in the 
inefficient recovery of debts. 

The debt recovery monitoring 
spreadsheets maintained by the Income 
Collection Officer should be reviewed for 
adequacy to help ensure debt recovery 
activity is recorded clearly and to allow 
other officers to identify what debt 
recovery action has taken place for each 
client.  

Management Response 

Agreed 

Responsible Officer Deadline 

Head of Financial Assessment and Income Collection  December 2017 
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Appendix 2: Definition of Assurance Opinions and Recommendation 
Priorities 
In order to help put the audit opinion and recommendation priority ratings in context the following 
tables detail the current ratings used by Internal Audit. 

 

Rating Description 

 There is a sound system of control designed to achieve the objectives. Compliance 
with the control process is considered to be substantial and no material errors or 
weaknesses were found. 

 While there is a basically sound system, there are weaknesses and/or omissions 
which put some of the system objectives at risk, and/or there is evidence that the 
level of non-compliance with some of the controls may put some of the system 
objectives at risk. 

 Weaknesses and / or omissions in the system of controls are such as to put the 
system objectives at risk, and/or the level of non-compliance puts the system 
objectives at risk. 

 Control is generally weak, leaving the system open to significant error or abuse, 
and/or significant non-compliance with basic controls leaves the system open to error 
or abuse. 

 

Priority Description 

High Recommendation addresses fundamental weaknesses, which seriously compromise 
the effective accomplishment of the system’s objectives.   Risks presented by the 
control weaknesses could be damaging in the short term. The management action 
required should be implemented as soon as possible, certainly within 0-3 months. 

Medium Recommendation addresses serious weakness, which affect the reliance to be 
placed on the system.  Risks presented by control weaknesses could be damaging in 
the medium term. Management action is required within 0-6 months.  

Low Recommendation addresses minor weaknesses, or suggests a desirable 
improvement. Risks presented by control weaknesses are unlikely and 
inconsequential. Management action is recommended to address concerns within 0-
9 months. 

   

Su 
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Appendix 3: Audit Scope, Limitations & Inherent Risks 
 
This audit was a full risk based review of the arrangements for Adult Social Care Accounts 
Receivable and included the following areas: 
 

Ref Audit Area - Description Comments on Coverage / Area Objectives 

1 Policies and Procedures Staff are aware of, and act in compliance with 
documented policies and procedures that reflect 
management and regulatory requirements. 

The administration of the accounts receivable functions 
is conducted in compliance with policies and 
procedures. 

2 Raising of Invoices The interface from Frameworki completely and 
accurately transfers billing data onto Agresso. 
Invoices/statement are raised accurately, completely 
and in a timely manner. 

Workflow processes operate as per agreed design 
principles within Agresso. 

3 Collection All income due is collected, and allocated to the correct 
debtors account promptly and in full.  

Items held in the suspense account are reviewed and 
correctly allocated in a timely manner. 

4 Credit Notes/Refunds Credit notes and refunds are only issued in valid 
circumstances where invoices have been raised 
incorrectly or overpayments have been made.  

Manual credit notes and refunds are authorised at the 
appropriate management level, and are accurately and 
validly paid, allocated and recorded in a timely manner. 

5 Debt Recovery Debts are recorded, identified, collected and monitored 
effectively to allow for the collection of debts in a timely 
manner.  

Debt recovery action is taken in accordance with 
procedures in order to recover long term outstanding 
debts. 

The overall departmental debt position is reported on a 
regular and timely basis to senior management. 

6 Write-offs Write-offs are actioned only after all reasonable courses 
of action have been exhausted and it is deemed that the 
debt is irrecoverable in accordance with the Council’s 
Financial Regulations. 

Approved write offs are promptly effected to ensure an 
accurate record of Debtors. 
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Ref Audit Area - Description Comments on Coverage / Area Objectives 

7 Management Information Management information produced is accurate and 
complete on invoices raised, outstanding debts and write 
offs. 

There is effective monitoring of the current debtor 
position and decision making. 

Agresso provides the appropriate level of reporting 
functionality to enable officers to undertake their duties 
in relation to managing sundry debtor accounts. 

 

Limitations to the Scope of the Audit 

The following limitations to the scope of the audit were agreed when planning the audit: 

 The audit work undertaken used a risk based approach and testing was on a sample basis 
to verify compliance; 

 The records maintained by third parties to the Council was not reviewed and was outside of 
the scope of this audit; and 

 The audit review does not provide absolute assurance that material error, loss or fraud does 
not exist. 

 The scope of this audit work does not include controls relating to financial assessments and 
care packages. 
 

The internal audit approach was developed through an assessment of risks and management 
controls operating within the agreed scope. The following procedures were adopted: 

 Identification of the role and objectives of each area; 

 Identification of risks within each area which threaten the achievement of objectives; 

 Identification of controls in existence within each area to manage the risks identified;  

 Assessment of the adequacy of controls in existence to manage the risks and identification 

of additional proposed controls where appropriate; and 

 Testing of the effectiveness of key controls in existence within each area. 

 
Inherent Risks  

 
The risks listed below are potential inherent risks which are common for any 
system/organisation of this type: 

 Income collected by the department is not maximised; 

 Long standing debts that become increasingly difficult to recover; 

 Unauthorised write off of debts; 

 Inadequate segregation of duties between debtors processing and recovery of arrears; 
and 

 Management information not provided to enable for effective decision making. 
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Appendix 4: Timetable and Distribution List 
 

Stage Date 

End of Fieldwork  18/08/2017 

Draft Report Issued 20/09/2017 

Responses Received 20/11/2017 

Final Report Issued 20/11/2017 

 

Audit Team 

Client Engagement Manager:  

Auditor:  

Auditee 

Head of Financial Assessment and income Collection 

Income Collection Manager 

Client Sponsor 

Interim Director of Finance, Adult Social Care 

 

Report Distribution List  

Interim Director of Finance, Adult Social Care 

Head of Financial Assessment and income Collection 

Copy Recipients of Report 

Income Collection Manager 

 

 

 

 

 

 
The matters raised in this report are only those which came to our attention during our internal audit work and are not necessarily a 
comprehensive statement of all the weaknesses that exist, or of all the improvements that may be required.  Recommendations for 
improvements should be assessed by management for their full impact before they are implemented.  The performance of internal audit 
work is not and should not be taken as a substitute for management’s responsibilities for the application of sound management practices.  
We emphasise that the responsibility for a sound system of internal controls and the prevention and detection of fraud and other 
irregularities rests with management and work performed by internal audit should not be relied upon to identify all strengths and 
weaknesses in internal controls, nor relied upon to identify all circumstances of fraud or irregularity.  Auditors, in conducting their work, 
are required to have regards to the possibility of fraud or irregularities.  Even sound systems of internal control can only provide 
reasonable and not absolute assurance and may not be proof against collusive fraud.  Internal audit procedures are designed to focus on 
areas as identified by management as being of greatest risk and significance and as such we rely on management to provide us full 
access to their accounting records and transactions for the purposes of our audit work and to ensure the authenticity of these documents.  
Effective and timely implementation of our recommendations by management is important for the maintenance of a reliable internal 
control system. 

 

This report is prepared solely for the use of Audit Committees and senior management of the London Borough of Hammersmith and 
Fulham.  Details may be made available to specified external agencies, including external auditors, but otherwise the report should not be 
quoted or referred to in whole or in part without prior consent.  No responsibility to any third party is accepted as the report has not been 
prepared, and is not intended for any other purpose. 


