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SUMMARY OF REVIEW

I .  FINANCIAL REVIEW

We reviewed the Branch Operating Statement as o£ June 30, 1976 and compared
it to same period a year ago. ^  "

Com parative F in a n c ia l  A nalysis 
S ix Months Ended

June 30

Gross P r o f i t  (R egu lar S a le s )

Other C osts and Income

S e llin g  Expenses 
Net Warehouse and D e liv e ry  
A d m in is tra tiv e  Expenses 
T o ta l O perating  Expenses

O perating P r o f i t

R.O.A.M.

; ,v

1211
24.4 / m ?

s.iJUb.*'

The f in a n c ia l  s t a t i s t i c s  Are si 
Regular s a le s  have been increase  
been Increased  bj 15 p e rc e n t 
Gross P r o f i t  percen tage on r j  
only 1 percent- as coroparedj 
th e  company.

I I .

b reen tage o f  re g u la r  s a le s ,  
rc e n t and d i r e c t  s a le s  have 

ftmparable period  m  1975. The 
has been reduced, however, by 

e rc e n t red u c tio n  experienced  by

The accoun ts r e f le c t in ;  
v e re :  . a) Other 

the s 
ab le  
in

d if fe re n c e s  between 19~5 and 1976 
v h ic h  v ere  lower in  a l l  accounts p lu s  

v a r ia n c e  changed from a .4  p e rc en t unfavor- 
to  a  .7  percen t fav o rab le  va rian ce

expenses were lower p rim a rily  due to  a reduc- 
ary  expenses from 5.4 p e rcen t in  1975 to 4 .6  per-

f l  5 d e b i t  and 10 c r e d i t  s a le s  orders fo r  com pleteness, accu racy , 
p ro ce ss in g , and adherence to  company p ro ced u re . Our t e s t s  

l is c io s e  any s ig n i f i c a n t  d e v ia tio n s  from p rocedure .

However, the fo llow ing  s i t u a t i o n  was no ted . The branch so ld  100 lb . bags 
o f  P & GP ie rce  on a s p e c ia l  prom otion to  th ree  custom ers b u t k ep t the  
m a te r ia l in  the warehouse and d e l iv e re d  i t  as needed. The d e l iv e r ie s  
were made by using a B i l l  o f Lading as  a shipping document.
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Recommendation: Th'e d e liv e r ie s  were properly c o n tro l le d  and 
adequate ly  c r o s s - r e f e r e n c e d . However, a s a le s  o rd e r  T-5017 
should have been p repared  fo r each d e l iv e ry . The s a le s  o rd er 
should be marked "S hipping Papers Only - Custom er M a te r ia l" . 
Shipments made during the audit were handled in  th is  mender.

*1 •*

I I I . RECEIVING REPORTS . . m s * -

* * v
Our review  of a sample o f re c e iv in g  r e p o r ts  processed ^ t g |^ n : , ^ p r i l  10 
and May 30 in d ic a te d  a problem in  the timeLy p rocessipg^f^d& dum en ts . 
E igh t o f the 15 documents s e le c te d  re q u ire d  over 1 4 ^ g f s  processed
through in v e n to ry .

COMMENT; Two o f the documents f o r  
Warehouse 10C were delayed  due to  a la ck  o f 
n o t id e n t i f y  any o th e r  unusual circum stances^  
c le rk  being on v a c a tio n  d u rin g  p a r t  o f  
caused the problem . The O perations 
d a te  stamp a l l  r e c e iv in g  re p o r ts  when 
would have been our recommendation 
e ra t io n s  Manager, id e n t i f y  w hether t  
home o f f i c e .

o f  Potash a t  
Ve could 

th e  in v en to ry  
w hich  could have 

ed t h a t  the c le rk s  
t  to  Kansas C ity . T his 

pon a n a ly s i s  by the Op- 
is  a t  the  b ranch  or th e

May -  Ju ly  d id  n o t  d is c lo s e  any 
te fo llow ing  problems were id e n t if ie d

TV. IMPREST CHECKS

Our rev iew  o f im p rest check 
p ro ced u ra l d e f ic ie n c ie s ,  
in  our review .

We noted two cj ^ C Sf̂ gjffih ich  th e  c o s t o f  c i ty  d e l iv e r i e s  was 
being c h a r g e d 2165» F re ig h t Expense» r a t h e r  than 2166, 
Drayage

___ We su g g ested  th a t  the O p era tio n s Manager
^accounting departm en t to t r a n s f e r  th e  charges

to  accoun t 2166. We a lso  su g g ested  th a t  the 
Manager rev iew  the im prest checks w r i t te n  bet^eer* 

^and May which w ere coded to  account 21*5 to  determ ine * 
iy f u r th e r  changes a re  re q u ire d .

charges to t a l l i n g  $155.00 were paid to  th e  f r e ig h t  pa>uoct 
between June S and J u ly  5.

_____ NT? The O perations Manager s ta te d  th a t the f r e ig h t  payment
p lan  w il l  be te rm in ated  on August 30, 1976.

Sub, ta SupubùoAot Cqnfldtfridfoy * 

JL fiu c ttm  A JictowiCo«**CwtMtt.iOOCV-IOTOJ*
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V. CREDIT ASP COLLECTION

We performed an in  dep th  review  o f th e  Ju ly  30, 1976 Aged T r ia l  Balance 
w ith  the Branch Manager and the O perations Manager. P ro ced u res  fo r ''th e
review and approval o f a l l  sa les on open account were e x ce llen t ,7Th<e'7
Branch Manager i s  a c t iv e ly  pursu ing  Che c o l le c t io n  o f  p a s t  d uô '-accounts

’ w ith  s a le s  personnel to  ma in  ta  in^ custom er : a
h i n  A v f a K I  ï  « I i a i I  U m i  h .

and i s  working v ery  c lo s e ly  __________ , _________  ____________ ___...
in*a c u r re n t  s ta tu s  and w ith in  e s ta b l is h e d  c r e d i t  l im i t s .

We noted in  our rev iew  th a t  some custom ers had e x c ee d e& i.p r^ itjtH m its  
because o f  the in f la t io n a r y  im pact on th e  c o s t o f  m erc^a^ i^ jg ,,1 2 
no ted  se v e ra l in s ta n c e s  where app rova l to  exceed o r  -i~~
rece iv ed  over the te lep h o n e  was n o t docum ented, exceg 
th e  custom er c a rd . j f i i

Recommendationsi a) C r e d i t  lim its  
i c a l l y  and any changes s e n t  to  th j 
rev iew  and ap p rova l.

We a lso  
l im i t

.a notation on

review ed period* 
m a g er £ o t  h is

b) The Op«
sending  a co n firm a tio n  to  th e lj  
re c e iv e d  over th e  te lep h o n ji.^ T

m ag er should consider 
anager f o r  any approvali

VI. INVENTORY MANAGEMENT

We reviewed the Ju ly  30, 1976j 
Manager to  id e n t i f y  those pi 
shown on Schedule A valued^ 
and the Branch Manager i i  
them.

VII.

*.he Branch Manager and O perations 
ch were slow moving. Those item s • 

2 .582 were id e n t i f ie d  as  slow  moving 
would make a s p e c ia l  e f f o r t  to  s , ; l l

We a lso  no ted  th a t  t  
low er tu rn  than ac 
p ro cessin g  the  in  
u n t i l  the r e c e i  
p re p a re d .

r i a t e  in  warehouse IOC was r e f le c t in g  a 
r ie n c e d . T his was due to  the s a le s  o rder 

t r a n s f e r  between IOC and 10A being  delayed 
and p ro d u c tio n  o rd er f o r  w arehouse IOC were

____a t io n : The s o le s  c rd e r  to  t r a n s f e r  the p-ro ù be-
^warehouse IOC iOA ct.ould be prepared  a t  the time 

nerch-tndire i s  p h y s ic a l ly  *-/'»?d.

We conducted a s a fe ty  in sp e c tio n  o f . t h e  branch and review ed app rop ria te ' 
docum entation . The fo llow ing  e x c ep tio n s  were no ted :

1 . A sbestos f ib e r s  were on the f l o o r  where the m a te r ia l  was s to re d .

2. S a fe ty  p a l l e t s  were n o t a v a i la b le  to  move c h lo r in e  c y l in d e rs .
Slfe. 10 SbiNtblMM a/CoaMentiaJMy A 

Ordm,Svto. rtW. * A f 0 *%n 
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vxix.

COMMENTS; The fo llow ing  actio 'b  c o rre c te d  the noted d e f ic ie n c ie s .

a . The a sb e s to s  was so ld  the  day a f te r  our a u d i t  and removed 
from the warehouse.
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