12. Direct Payments & The Bank Account
When your Local Authority offers you Direct Payments to meet your care or support needs, there will be an established procedure regarding the way you receive the money.  The bank account is an essential part of the process.
The Direct Payment bank account

The Local Authority will be giving you your direct payment every four weeks.  They will pay it into a bank account which you will have to  nominate when you receive and sign the contract agreement  for Direct Payments.  Unless you have a bank account which you are not using and from which you can remove all the money, then you will probably need to open a new bank account.  
The Direct Payments come in advance of the service you receive.  Therefore, you will receive money from the Authority in the week prior to starting your Direct Payments scheme, so that you have money in advance of any work done by a personal assistant. The money is then transferred to your bank account on a regular 4 week cycle. The money paid to you in this way, in advance, assures you that your account will always be in credit i.e. you having money to meet forthcoming expenditure.
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You are required to open a bank account specifically for the Direct Payments. If you have to pay a charge to the Authority for receiving community care (see Financial Assessments, Book 1) then you may be asked to make this payment into the same bank account as the Direct Payments. It may be the case that you receive the full amount of your Direct Payment and be asked to pay your contribution separately the local authority.
Opening a new bank account
[image: image2.wmf]For some people visiting the bank is a real problem.  It is worth telephoning the bank of your choice beforehand and talking to them directly.  Explain your individual circumstances, particularly if you have mobility difficulties in getting there. 

High street banks have had problems with fraud, etc, so that nowadays they have a set of criteria which people have to follow when they want to open a bank account.  They may insist that you personally come to the bank.  In which case, if you have difficulties in getting about, you might consider trying others.
When you want to open an account the bank will want evidence from two lists which they have. You will have to produce evidence from both types of lists which verify your identity and your address. 
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You need to provide some form of identity for verification i.e. something with your photograph on as well as your name.  This could be a driver’s license, a passport, etc. There will be a need to see [image: image4.emf] 

 

further evidence through some other item which displays your name and your current address. This might be a utility bill, e.g. gas bill, electricity, etc or a letter from the Local Authority which is specifically addressed to you. Obviously, the date of the letter should be quite recent.  

Whilst opening an account, the bank may want to run a credit check on you. This means that they will want to find out from records whether or not there is any information or data about unpaid debts, bankruptcy, etc which might affect your credit-worthiness.  This is a standard banking procedure, and [image: image5.emf] 

 

nothing to worry about.
The bank statements & 
cheque account 

When opening the account, be sure to tell them what the account is to be used for, especially the fact that it has to be kept in credit.  That means you will always be keeping enough money in it to honour cheques – you will not need an overdraft limit.  You cannot be overdrawn, for this is part of the agreement you made with the Local Authority (the contract) before receiving direct payments.
To have documentary financial evidence that you are keeping your finances in order you will have to be careful about keeping bank statements. You should ask the bank to give you monthly bank statements so that there is not too long a time delay from seeing one statement to the next.
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The bank statements will later be used to reconcile or 

match up what you have spent and received as entered

in your accounts.  Look after them ! If you have to replace them they will charge you.
[image: image7.wmf]There should never be any reason for cash transactions with the bank, apart from putting your contribution (charge) into the account, if you are going to do it via a paying in book. And as you have to keep documentary evidence of payments out, you will need to have a cheque-book. Each individual cheque you write out requires an accurate description, date and amount on the counterfoil of the cheque-book.
Monies coming in and out the account
In reality, you will never really have to visit the bank. If you think that you will pay PA’s by cheque or money transfer you will never need to take cash from the account

We already know that no other monies should be in the Direct Payment account before you start employing people or buying services. And no other money should enter that account other than direct payments and charges.  
There might be exceptional circumstances which break this rule – they are rare and might never happen in your case. For example, if the Inland Revenue refunded you in the future or the Inland Revenue provided you with money to pay something like Working Families Tax Credits or Statutory Maternity Pay.

The only money to come out of this Direct Payment account should be payments which are related to the job and your assessed care needs.  Therefore, these would be the wages of personal assistants, payments to the Inland Revenue, payments to care agencies, receipts for items or expenses linked to the job.
In some areas the local authority will allow money from the Independent Living Fund (ILF) to be kept in the same bank account as a Direct Payment. You should check if this is the case before putting money together in one account.

Paying personal assistants 

At the outset an employer must agree to pay employees on a regular basis and this forms one of the principal contractual agreements between them.  If you use the DEWIS C.I.L. payroll service this will be four-weekly or monthly. 
You pay personal assistants, who are your employees, according to this agreement.  The amount you pay is stated clearly on a payslip which they must be given.  It is, of course, the net pay calculated after deductions have been made.
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You pay your personal assistants with your Direct Payment account cheque-book or by money transfer.  You use a cheque book or money transfer to pay people because it provides clear evidence through the bank statement, of the amount of money spent and the way it was used.
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Writing cheques or using money transfers, offers you flexibility and therefore it can reflect differing amounts of money earned for each payslip, whereas standing orders or direct debits are no good for they do not vary.  Don’t use a cheque card or credit card. You cannot deal in cash payments or withdrawing money via cash cards, etc. 
Cash is no good because it is not traceable in the way a cheque with its unique cheque number is traceable.  Using the cheque book/money transfers properly is central to the way you keep your records as well. 
Monitoring your bank account

It goes without saying that opening a bank account is a fundamental part of starting on Direct Payments.  As part of your agreement (the signed contract) with your Local Authority, you undertake to use the money which they give you as a Direct Payment appropriately and legally.  It is money which has been assessed to meet your needs and therefore ‘appropriately’ refers to the way in which it is used.  

The Local Authority has the right to check your Direct Payment bank account.  You cannot have other money (except perhaps ILF) in that account nor can you use the money for any other purpose than care and costs associated with employing personal assistants. You agreed to this when you agreed to receive Direct Payments.
Your account and your paperwork will be checked to make sure that you are keeping to this agreement.  In order to do this someone from the Authority’s finance section will want a clear audit trail i.e. clear accounts and bank statements to match so that you can prove how the money was used.
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In your bank account, you will need to show that you are keeping enough money to meet all your future commitments, such as unpaid wages, holiday pay entitlement, Inland Revenue deductions, and some contingency besides.  This would indicate good management of the money.

However, keeping far too much excess cash in the account can be a mistake for it may result in money being re-claimed by the Authority or some other measure introduced which will limit what you have.


Far worse, of course, is that a review of your accounts 
and your bank account shows that you do not have sufficient money to meet your commitments. It will indicate that you are not managing the money correctly and it might jeopardise your chances of continuing to use Direct Payments,                                                                               
Last words on your bank account

Never, never go in the red – something has gone terribly wrong, if you do. 

If you feel you have adopted bad practices or have lost touch with your ‘budget’, think about giving DEWIS C.I.L.  a call.  It’s easier if we offer advice before you develop too many financial problems.

When you want to alter things, such as wages or use up more hours remember the effect it will have on your balance in the account
If the unexpected comes up such as large tax refunds or Statutory Maternity Pay has to be found or Working Families Tax Credits are to be paid seek our advice at DEWIS C.I.L.
DPs  >  4 weekly  >  special bank account
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