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TO: Gene Herndon DATE: April 18, 1978

FROM: Rex Wood SUBJECT: Dallas Audit

The Dallas branch was audited the week of March 27, 1978. Excel T
cooperation was recelved-during the visit, ———

The ‘following is a listing of major exceptions noted durin

- Extension errors were found on C.0.D. sales order
payments to differ from the invoiced amount.

- Credit limits were exceeded which pointed ou

better credit approval procedures and a neeg
limits, -

~ Tax exemption certificates need updati

- Truck leasing charges were paid at ring from the
contracted price.

- Caustic Soda 507 is being lost g &
properly, &

- Better comtzrils aze neededrgl , Wing production.
- Drivsr's logs are mot b
~ Truck useage is not b 'éed'properly.
- Several safety vio Ere noted.

Details of our findin Sted in the attached SUMMAﬁY OF REVIEW.

—"y

Rex Wood

Sut. fo Spaiation of Confidentiafty &
Ordey, Sowle, v1 Gl v. AP, Green
Refracioris, et ol, Jackson Covmy, MO,
Case No #00-CV.207056

HAR 000014(2a)



SUMMARY OF REVIEW

I. FINANCIAL REVIEW

Branch Operating Statements for 1976, 1977, and the first quarte:@of 1978
were reviewed and major income and expense categories were conxpir‘g
follcws.

“ Y.E. 12/31/76 Y.E. 12/31/77

- % Reg
Descriptions (000) § Sales (000) §_} Sales
Regular Sales $5,668 cr 100.0% $6,125 er 100,07
Direct & Inter Co. Sales 2,971 cr - 3,275 ’ cr -
Total Sales $8,639 cr - $9,40 $2,581 cr -
Gross Profit 1,522 er - 1,4€ 462 cr -
Margin 17.6% - L - 17.9% -
Expenses
Freight Out 86 2,07 32 2.1%
Total Selling Expense 295 4.4 81 5.2
Total W/D Expense 417 7.1 97 6.2
Total L & O Applied 78 er  (1.3) 24 er  (1.5)
P Net W/D Expense 358 5.6 73 4,7
) Total Office Expense 1 72 1.2 17 11
Total Operating Expense 14,2 794 12,7 206 ©13.2
Total Operating Profit 9.5 680 <r 11,1 207 crx 13.3
Return on Assets Managdd@§ - 24,7% - - 7.4% -

Regular sales incx
Margin increased
a percent of re
due to freight/

087 between 1976 and 1977 and the Gross Profit
major expense categories have shown a decline as

3 except freight out which has increased companywide
ases.

— It appears f Branch is financially sound and has shown some grouoth in

datse.

11,

all open cash and C.0.D. sales at 3/21/78 was reviewed and cash
ures were examined.

There were (6) extension errors om C.0.D. sales orders which made the payment
amount differ from the invoiced amount. All the errors noted involved TMD
customers.

Subj o

owem? »rf m &

Aefractntes, oi ol Jackson Couty, M
Case No $00-CV-207056 . MO,

HAR 000015(2a)
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III. CREDIT AND COLLECTION

Iv,

Recommendation: A procedure should be set up to double check
extensions on C.0.D. sales orders. A final check of extemsions

should be made by a second person before the sales ordqgﬁi, Te-
leased to the warehouse, 2 .35§%

£ N

The Aged Trial Balance of 3/1/78 and credit approval prgléRiires . ere reviewed
at the branch. : ¥

B¥ts and (43)

The Aged Trial Balance had (14) accounts with no cx 3
used to reference

accounts were over the printed credit limits. Ka
customers did not list the credit limits for alldl

Recommendation: The Branch Manage 5
limits from the Kansas City Cred ¥ for all accowmts with
no credit limits or those acco eed a higher limit.
Kardex files for all customer Ftclude the updated and
approved credit limits,

quest updated credit

CREDIT SALES ORDERS

A procedural review was perforg >‘ing the issuance of credit sales

orders.

It was noted that some re
that full cylinders were
clerk to determine if cff
return report.

#ts for 150 pound chlorine cvlinders noted
by customers. It was diffizult for the
¥edit or merchandise credit was due on the

eturn reports should be noted whethexr or not
f{t is due and the reason for the return. Ware-
. should be instructed to include this information
rts.

s

A Quantit Repo-t was not being prepared for full 1504 chloriue
cylinde h merchandisc <vedit is given. Since the credit puts

tite me back into inventury and it is zutsequently "sniffed”, these
Teturgs ers should be deducted from inventory.

commendation: The clerk preparing credits for returned cylinders
should bring the credits involving merchandise returns to the
attention of the clerk preparing quantity changes so that they

may be written off. It was also suggested that 150# chlorine
cylinders be included on the next monthly cycle count so inventory
can be corrected.

Sole. 84 % L Conr. M0 FT AR 000016(23)
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v.

VI.

DEBIT SALES ORDERS

The sales order procedures at the branch were reviewed for prope:{:,cqntrols.

granted exempt status.

Of., the (65) customers granted exempt status, (7) had no exeg
on file at the branch.

Recomendation: Tax exemption certificate - d be updated
to assure that all customers granted exempsiisehs ave a certificate

on file,

IMPREST CHECKS .

. It was found that Hudgins Truck Rental

Imprest checks writtem in 1978 were reviewygs priety and propexr coding,
1lling the branch for leased
e January 1, 1978, The

"be below the coatract price
nits appeared to be excessive
dontract vates are as follows:

vehicles per the lease agreement rate
billed rates on the regular umits i
while the billing for milesge on s
in most cases. The billed rates 8

1ed Per Contrzct

Mileage Monthly TMileage
Unit § " Rate Rate Rate
2051, 2052, 2053 .087 $191.00  .090
2479, 2480, 2481 .1020 123,00 1050
2888 .0840 204,55 ,0880
Substitute Uni
for: 2051 & 2 $185.00 .0970 $191.00 .090
.1140 .
for: 2479 4 117.00 .0970 123,00 1050
for: ] 117.06  .1140 123.00  .ils0
for: 196.55 L1140 204,55 .088

ommendation: The clerk paying leasing invoices should check
e invoices to assure that they are priced per the contract.
This exception was brought to the Branch Manager's attention.

Imprest check stock was stored in an unlocked storeroom.

Recommendation: Blank imprest checks should be locked up to
avoid easy access,

1 Stipulauon of Confidentiality &
%ﬁr Suwde, ot ol v. LP. Green

Refroviortes, et al, Jackaon County, MO, HAR 000017(23a)

Case No, ¥00-CV-207056
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Vii.

VII1I.

PRODUCTION ORDERS

A review of production order procedures was performed to determing:if con-
trols were adequate,

Bleach and- acid filling operations—-are performed—in-the plam -}, P
thg plant worker comes to the office to report the productigGniipw we
There is the possibility that plant persounnel might negledts¥ drt some
production,

Recommendation: No production should be p
duction order number being assigned in a
orders should be given to the warehouseg
is performed, the office should assignd
duction. When production is comple
and the production order should be

without a pro-
ank production

» before production
. number to the pro-
g should be noted

A shortage of 44,030 pounds of 507 Caus
tory in 1977. The product was cycle co
found that again this product was sho
inventory in 1977, The storage tank
this could account for the sizsszble
is developing due to failure to r
207% Caustic.

,y ebruary, 1978 and it was
MH31 pounds since physical

g but it is doubtful that
- We feel that the shortsge
¥ broper useage when progucing

SGinended that the 50% Caustic tenk be

e next pumping to the 20% cutting tank.
ould be compared to useage reported omn

f If the amounts are comparable. Also,

Recommendation: It
measured before j
Useage from the
the 207 tank to
507 Caustic s
further lossg

TRANSPORTATION

A. Truck Ins

on was performed on ‘he vehicles at.the branch.

v<ceptions were noted during the- vehicle iaspactions:
Exceptions ]
Turn signals and brake. lights inoperative,

Right turn signal inoperative, fire extinguisher
needed a recharge.

Recommendation: These exceptions were pointed out to the Branch
Manager for correction.

ity &
R of Confidemisity
ol v ARG o
mw ackson County, MO.
ol.
”‘/"“”‘No '”m_c‘v 207058

HAR 000018(23)
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IX.

B. Driver's Logs

The following exceptions were noted on driver s logs'

Drivers Excegtion
William Calhoun No safety inspection noted for ( driving

during the month.
Martin Braswell No logs had been prepared,
Chester Duke No logs had been prepared.

Orville McKim 1-6~78 showed 210 miles d
average of 60 mph.

1-7-78 showed 140 mil
average of 70 mph.

1-26~78 showed 36 iven in 5.0 hours for an

9 hours for an

in 2.0 hours for an

Sherman Failed to not
Weatherford order numb

pections and list sales
¥ for the entire month,

{;, prepared for cach driver, essh cay
®7's letter of November 18, 1977, Ex-
ssed with cach driver so they can be

Recommendations: Logs g%
they drive per Mr. Ralf
ceptions noted shou
corrected. :

TRUCK TRIF REPORTS

Truck irip reports fgh ¥ and February, 1978 were reviewed for proper

preparation,

Truck trip repo Hot being prepared for each unit, each day; as re-
quired per Mr iSpley's letter of November 18, 1977.

Useage of eath vehicle for cach day must De re-
If a vehicle is not used on a particuler day, a truck
ort should ke prepared and noted .'Not Operated”. :

Files for required OSHA reports were reviewed and a safety inspection was
performed at the branch. The following exceptions were noted.

1. One fire extinguisher was missing at a marked extinguisher stationm.

2, A leaking drum of Aqua Ammonia had not been repacked.

Mmswmdcwdm:hyk )
S ok Courts, MO, HAR 000019(22)
Case No. #00-CV-207056
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- 3. There was no warning sigan {n the asbestos storage area, Shrink
packs had been removed on (12) skids of asbestos from a damaged

shipment and material was leaking on some of the skidsy

4. Required tests of the air in the asbestos storage a
: -—been taken; -~

" 5. There was trash and dented drums of material on JLhe diids around
the warehouse,

Recommendation: These exceptions were po $to the Branch
Manager for correction, 4

XI. PERSONNEL

A listing of branch personnel at the bran pared by Kansas City Pay-
roll and checked to personnel at the br
It was found that 1977 vacations had

geported to the Payroll Depart-
nent for all salesmen at the branch

: Recommendation: "Form B 13 be complated zay time »u cmployee
s is to be absent from T§ls formn should be forvarded to the
Ransas City Pay'roll . - t so accurate attendance records csu
be maintained, , Manzgzer stated that the forms had buen
completed but hag i sent to Kansas City.

1 of ConBdentisity &
S stk a . A, Grom

4 ol Tackson County. MO-
Cose No ROO-CV-2070%6

HAR 000020(22)
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