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1.0 Introduction 

 

1.1 As part of the audit plan for 2016-17 a system review was undertaken of 

Cash Income. 

 

1.2 The system was examined using a CIPFA matrix to test the controls that 

should be in place within the Authority. 

 

1.3 Sample testing was conducted for the 2016-17 financial year. 

 

1.4 Acknowledgement is given to the staff concerned for their help and 

assistance during the course of the audit. 

 

1.5 Copies of this report have been sent to the Revenue Manager, the Deputy 

Chief Executive, the Head of Corporate Services, and the Chief Finance 

Officer. A copy may also be passed to the Audit Committee for them to 

monitor/comment upon recommendations made and accepted. 

 

1.6 The report is addressed to appropriate Councillors and Officers and may 

contain confidential and/or privileged material. Any review, reproduction, 

external distribution, dissemination or other use of, or taking of any action 

in reliance upon, this information by persons or entities other than the 

Authority is prohibited. 

 

2.0 Background 

2.1 The Authority receives income for council tax, business rates and fees and 

charges.  Income is receipted into the Authority’s financial records in a 

variety of ways such as payment kiosks, the Axis Cash Receipting (ACR) 

system or via file uploads to the relevant systems. 

2.2 Income is received in a variety of forms such as cash, cheque and card 

payments, and via a number of different methods e.g. telebanking, counter 

payments and post office payments. 

 

2.3 Income collected by Cashiers is prepared for banking and collected thrice 

weekly from the Civic Centre by a security collection company (currently 

G4S) who transport the income to the bank.  The Authority’s Income 

Account bank statements are independently reconciled to income collection 

records and system generated reports on a daily and monthly basis 

depending on the form of income. 
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2.4 Since the introduction of self-service payment kiosks there is no longer a 

cashier service available to the public.  A cashiering function still exists and is 

responsible for receipting: income from departments, cheques received via 

Customer Services reception and via the post, and direct credit income.  The 

cashier function also prepares the income for banking and collection by the 

security collection company.  The Cashier also collects the bankings from 

other Departments e.g. parking.  These bankings are sealed in a bag that is 

signed for by the Cashier and collected by the security collection company. 

 

3.0 Scope and Objectives 

 

3.1 The objective of the audit was to evaluate the system of internal control with 

a view to delivering reasonable assurance to the Authority over the 

adequacy of the internal control environment. This is defined as the whole 

system of controls, established by management, which help to ensure the 

achievement of objectives, economy and efficiency, compliance with policies 

and procedures, safeguarding of assets and the integrity and reliability of 

information. 

 

3.2 The system has been evaluated against the following control objectives: 

 

Postal Remittances 

• Secure system for recording postal remittances exists. 

• All cheque remittances received via the post are reconciled to supporting 

documentation. 

• The initiation or recording of transactions are carried out as soon as 

possible. 

• All cash recorded as received via the post is accounted for properly. 

 

Reconciliation 

• Independent comparison of receipts and banking and prompt follow up of 

discrepancies. 

• The correct sum is actually paid into the bank intact. 

• Monies belonging to the organisation should be protected adequately. 

 

Transaction Process 

• Records are kept of all income received and processed. 

• Independent control over 'void' entries on cash receipting machines. 

• All income received is reconciled. 

• Transactions are bona fide and coded correctly. 

• Adequate precautions are taken to prevent or reduce loss to the 

organisation. 
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• Receipts and receipt books are protected against loss or unauthorised 

access. 

 

4.0 Methodology 

 

4.1 The audit was undertaken using a risk-based auditing methodology. Actual 

controls were evaluated against the expected controls within each control 

objective. A risk assessment of the individual controls under each control 

objective was undertaken and the level of testing decided upon. The system 

evaluation and the results of compliance testing were then used as the basis 

on which to draw conclusions and to form an opinion on the overall 

effectiveness and adequacy of the internal control environment. 

 

4.2 Recommendations made in the previous Internal Audit report were also 

examined to establish if they had been acted upon. 

 

5.0 Findings 

 

5.1 The detailed findings of the audit are included as Appendix A. 

 

5.2 The previous audit report made 8 recommendations all of which were 

accepted by management. The previous recommendation priorities were: 

• 0 priority 1; 

• 6 priority 2;  

• 2 priority 3. 

 

5.3 The Internal Audit Service has established that: 

• 8 had been implemented (6 priority 2, 2 priority 3). 

 

Details of the previous recommendations made are included as Appendix B. 

 

 

 

 

 

 

 

 

 

 

 

 



Merthyr Tydfil County Borough Council                                                    23/05/2017 

Internal Audit Service                      4 of 5                                 Cash Income 2016/17 

 

6.0 Conclusion 

 

 System of Internal Control 

 

6.1 The system of internal control applied has been graded “B” - Good.  There 

is a sound system of internal control designed to achieve the 

system/Authority or establishment objective(s). 

 

 Testing Opinion 

 

6.2 The assessment of compliance with established controls has been graded 

“B” - Good. The controls are being consistently applied with a small number 

of minor errors identified. 

 

Overall Opinion on Internal Control Environment 

 

6.3 The overall conclusion is that the internal control environment is graded “B” 

- Good.  Details of the evaluation of each objective are listed in Appendix C. 
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7.0 Recommendations 

 

7.1 Details of the recommendations are shown in the action plan attached as 

Appendix D. 

 

 Summary of Recommendations 

 

7.2 The review made 1 recommendation that is categorised on the following 

basis: 

 

Priority Category Definition No. Of 

Recs 

1 Mandatory 

- Urgent 

Action is imperative to ensure 

that the objectives for the area 

under review are met. 

0 

2 Mandatory 

- Less Urgent 

Requires action to avoid 

exposure to significant risks in 

achieving the objectives for the 

area under review. 

1 

 

3 Best Practice / Other 

Recommendations 

Action is advised to enhance 

control or improve operational 

efficiency. 

0 

 

 

 

 

Risk may be viewed as the chance, or probability, of one or more of the 

Authority’s objectives not being met. It refers both to unwanted outcomes 

that may arise, and to the potential failure to realise desired results. 

 

Management agreed to the implementation of the recommendations. 

 



Cash Income Major Financial System Audit 2016/17 - Control Evaluation

GRADE GRADE

A A

B B

C C

D D

E E

Audit conclusions are graded using the following grading structure:

LEVEL OF CONTROL EVALUATION OF SYSTEM OF INTERNAL CONTROL 

OPINION

TESTING OPINION

VERY GOOD There is a sound system of internal control designed to 

achieve the Authority's strategic aims.

The controls are being consistently applied with no errors identified.

GOOD There is a sound system of internal control designed to 

achieve the system/Authority or establishment objective(s).

The controls are being consistently applied with a small number of minor 

errors identified.

SATISFACTORY While there is basically a sound system of control, there are 

weaknesses, which put some of the System's/Authority's or 

establishment objectives at risk.

There is evidence that the level of non-compliance with some of the 

controls may put some of the system's objectives at risk/may leave the 

Authority or establishment open to risk.

UNSATISFACTORY Weaknesses in the system of controls are such as to put the 

System's/Authority's or establishment objectives at risk.

The level of non-compliance puts the system's objectives/Authority or 

establishment at risk.

POOR Control is generally weak leaving the System/Authority or 

establishment open to significant risks.

Significant non-compliance with basic controls leaves the System/Authority 

or establishment open to error or abuse.

Risk may be viewed as chance, or probability, of one or more of the Authority's objectives not being met.  It refers to both unwanted outcomes that may arise, and to the potential failure to 

realise desired results.

OVERALL OPINION ON THE INTERNAL CONTROL ENVIRONMENT

On completion of the audit the auditor will need to provide an evaluation opinion and a testing opinion, both these opinions will then be used to formulate an overall opinion of the 

system/establishment/area etc. audited.  The overall opinion will be formulated and arrived at by using the lower of either the evaluation opinion or testing opinion. 

Conclusion for Cash Income 2016/17: Overall Evaluation 

The system of internal control applied has been graded Good.  There is a sound system of internal control designed to achieve the system/Authority or establishment objective(s).

The assessment of compliance with established controls has been graded Good. The controls are being consistently applied with a small number of minor errors identified.

Therefore the overall conclusion is that the internal control environment is graded Good.

Appendix C - Page 1 of 4
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CONTROL 

GRADE

TEST GRADE OVERALL 

GRADE

B B B

1 A A A

2 B B B

3 B B B

4 B B B

A B B

5 A B B

REASONS

Cash and cheques received via the post are recorded in a cheque listing book which records 

the date, receipt number, payer and the amount paid.

Segregation of duties and established processes ensure that the Cashier receiving the cash 

and cheques reconciles them to the postal record and signs to acknowledge receipt.

Unidentified remittances are posted to a suspense account within 3 to 4 days of being 

received.  The suspense accounts are checked regularly to identify the source and/or the 

location of payment.

Unidentified items posted to the suspense account are examined and identified 

independently of the cashiers.

Remittances are processed as soon as possible after they are received.  This is usually on 

the same day or day following.

Cheques/cash received via the post are input and receipted to the ACR system by a cashier 

who signs the 'input by' section of the cheque listing.  The total value of cheques/cash to be 

banked is verified by a second officer.

The Cashier compiles a daily summary and the Accountancy Assistant independently 

verifies the banking's via the bank statement.  On some occasions there were differences 

between the cash and cheque figures on the ACR system.  The Cashier explained that the 

‘MOP’ (Method of Payment) code ‘MP’ (Mixed Payment) included cash and cheque 

amounts.  The overall total would match against the cashing up report, ACR system and the 

reconciliation sheets.  The Cashier also explained that any money entered into the ACR 

system after ICT had uploaded the reports into Agresso (usually after 4:00 p.m.) that day 

would then be added to the following days cashing up report and reconciliation sheet, 

however the ACR system would recorded the date and time it was input.

Reports are automatically produced every day as part of the close down procedures. These 

reports are subject to independent scrutiny by the Revenue Manager or Assistant Revenue 

Manager.

RECONCILIATION

Independent comparison of receipts and 

banking and prompt follow up of 

discrepancies.

AREA OF AUDIT

Secure system for recording postal 

remittances exists.

All cheque remittances received via the 

post are reconciled to supporting 

documentation.

POSTAL REMITTANCES

The initiation or recording of 

transactions are carried out as soon as 

possible.

All cash recorded as received via the 

post is accounted for properly.

Appendix C - Page 2 of 4
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CONTROL 

GRADE

TEST GRADE OVERALL 

GRADE

REASONSAREA OF AUDIT

6 A A A

7 A A A

B B B

8 A A A

9 A A A

10 A A A

11 C C C

12 B B B

13 A A A

The amounts uploaded to the ledger are reconciled to the value of the income files.

Bank credits are not processed independently of the Cashier but Accountancy undertake 

bank reconciliation that would identify if more direct credit income had been allocated than 

received, and monitor the amount of direct credit income posted to the miscellaneous 

code.  Testing identified that for 4 out of the 20 days selected, there was a delay of up to 2 

weeks between the bank statement and the date the amount was being processed through 

the ACR system, it was confirmed that is was due to these date being close to the Christmas 

period.

The Cashier and covering staff have access to the Northgate system that allows them to 

suppress accounts, write off amounts, or put through manual credits.  Limits have been 

placed on the amount of adjustments that can be posted.  Suppressions are examined by 

Senior Management.  The Recovery Officer who has access to Agresso will be risk assessed 

if he is required to cover the cashier.

The Cashier does not have any debt recovery or debtor recording duties.  Other staff who 

provide cover do have recovery duties but suppressions are monitored by the Assistant 

Revenue Manager.

Receipt books are no longer used, receipts are now printed onto the payment remittance.  

Temporary receipts are used when required and are controlled stationery items controlled 

and administered by Business Services.

Receipts and receipt books are protected 

against loss or unauthorised access.

The Accountancy Assistant checks that amounts collected by the cashiers, via the 

reconciliation sheets to ensure they are credited to the authority's bank account.

Any under/over banking's are identified daily as a part of the close down procedure.  

The Revenue Manager receives the under/overs report everyday for review.

Each transaction records the user id of the cashier responsible.

Cashiers have the ability to void transactions, however, this is recorded on the system and a 

report produced daily to show void transactions.  The reports are passed to the Revenue 

Manager who reviews the reports and signs them as evidence of having been reviewed.

The correct sum is actually paid into the 

bank intact.

Monies belonging to the organisation 

should be protected adequately.

TRANSACTION PROCESS

Records are kept of all income received 

and processed.

Independent control over 'void' entries 

on cash receipting machines.

All income received is reconciled.

Transactions are bona fide and coded 

correctly.

Adequate precautions are taken to 

prevent or reduce loss to the 

organisation.
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CONTROL 

GRADE

TEST GRADE OVERALL 

GRADE

REASONSAREA OF AUDIT

A A

B B B GOOD

The previous audit (2015/16) made 8 recommendations as follows:

• 6 priority 2; and

• 2 priority 3.

Our work identified the following:

• all 8 recommendations had been implemented - 6 priority 2 and 2 priority 3.

Previous recommendations

OVERALL OPINION

Appendix C - Page 4 of 4
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Recommendations are categorised on the following basis:

Category

Mandatory - Urgent

Mandatory - Less Urgent

Best Practice / Other 

Recommendations

Key Rec No. Recommendation /Action Inspection Agency and Inspection/Audit Report Title Start Date End Date Lead Officer

Title Cash Income Review 2016-17

2 1 Recommendation Access to the ACR/AIM system should be reviewed on an annual basis to ensure 

only members of staff with a business need require access.

18/05/2017 18/05/2017 Mike Parry

Action Agreed.

3 Action is advised to enhance control or improve efficiency.

Priority / Key Definition

1 Action is imperative to ensure that the objectives for the area under review are met.

2 Requires action to avoid exposure to significant risks in achieving the objectives for the area under review.

Appendix D - 1 of 1


