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SUMVARY OF REVIEW

FINANCIAL REVIEW

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

Comparative Financial Analysis
Six Months Ended ; v
June 30

n

Gross Profit (Regular Sales) 244 |/ m ?
Other Costs and Income s.iJub.*"

Selling Expenses

Net Warehouse and Delivery
Administrative Expenses
Total Operating Expenses

Operating Profit

R.O.A.M.
The financial statistics Are si breentage of regular sales,
Regular sales have been increase rcent and direct sales have
been Increased bj 15 percent ftmparable period m 1975. The
Gross Profit percentage on rj has been reduced, however, by
only 1 percent- as coroparedj ercent reduction experienced by
the company.
The accounts reflectin; differences between 19~5 and 1976
vere: . a) Other vhich vere lower in all accounts plus
the s variance changed from a .4 percent unfavor-
able to a .7 percent favorable variance

in

expenses were lower primarily due to a reduc-
ary expenses from 5.4 percent in 1975 to 4.6 per-

fI5 debit and 10 credit sales orders for completeness, accuracy,
processing, and adherence to company procedure. Our tests
lisciose any significant deviations from procedure.

However, the following situation was noted. The branch sold 100 Ib. bags
of P & GPierce on a special promotion to three customers but kept the
material in the warehouse and delivered it as needed. The deliveries
were made by using a Bill of Lading as a shipping document.
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TV.

Recommendation: Th'e deliveries were properly controlled and
adequately cross-referenced. However, a sales order T-5017

should have been prepared for each delivery. The sales order
should be marked "Shipping Papers Only - Customer Material”.
Shipments made during the audit were handled in th,irls mende'rk.

. m s * -

RECEIVING REPORTS

**V
Our review of a sample of receiving reports processed ~tg|*n:,~pril 10
and May 30 indicated a problem in the timeLy processipg"f*d&duments.
Eight of the 15 documents selected required over 147gfs processed
through inventory.

COMMVENT;  Two of the documents for of Potash at
Warehouse 10C were delayed due to a lack of Ve could
not identify any other unusual circumstances” the inventory
clerk being on vacation during part of which could have
caused the problem. The Operations ed that the clerks
date stamp all receiving reports when t to Kansas City. This
would have been our recommendation pon analysis by the Op-
erations Manager, identify whether t is at the branch or the

home office.

IMPREST CHECKS

Our review of imprest check May - July did not disclose any
procedural deficiencies, te following problems were identified

in our review.

We noted two cj”C Sfgjffihich the cost of city deliveries was
being ¢ h a r g e d 2165» Freight Expense» rather than 2166,
Drayage

_ We suggested that the Operations Manager
Aaccounting department to transfer the charges
to account 2166. We also suggested that the
Manager review the imprest checks written bet*eer*
Aand May which were coded to account 21*5 to determine *
iy further changes are required.

charges totalling $155.00 were paid to the freight pa>uoct
between June S and July 5.

NT? The Operations Manager stated that the freight payment
plan will be terminated on August 30, 1976.

Sub, ta SupubtioAot Confldtfridfoy *

W%l 003 AlictowiCo«**
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V.

VI.

VII.

CREDIT ASP COLLECTION

We performed an in depth review of the July 30, 1976 Aged Trial Balance
with the Branch Manager and the Operations Manager. Procedures for'the
review and approval of all sales on open account were excellent [7Th<e7
Branch Manager is actively pursuing Che collection of past dud'-accounts
and is working very closely’with sales, personnel to maintain”customera
in*a current status and within establistied credit dimiits.

We noted in our review that some customers had exceede&i.prtitjtHmits
because of the inflationary impact on the cost of merc”*a”i®jg,,12 We also

noted several instances where approval to exceed or -i~~ lim it
received over the telephone was not documented, exceg .a notation on
the customer card. jfii
Recommendationsi a) Credit limits reviewed period*
ically and any changes sent to thj mager coc his
review and approval.
b) The O mager should consider
sending a confirmation to thelj anager for any approvali

received over the telephonji.AT

INVENTORY  MANAGEVENT

We reviewed the July 30, 1976j *he Branch Manager and Operations
Manager to identify those pi ch were slow moving. Those items -«
shown on Schedule A valued” 2.582 were identified as slow moving
and the Branch Manager ii would make a special effort to s,;ll
them.

We also noted that t riate in warehouse I0C was reflecting a
lower turn than ac rienced. This was due to the sales order
processing the in transfer between IOC and 10A being delayed
until the recei and production order for warehouse I0C were
prepared.

ation: The soles crder to transfer the pro u be-
“warehouse 10C iOA ct.ould be prepared at the time
nerch-tndire is physically *-/»?d.

We conducted a safety inspection of.the branch and reviewed appropriate’
documentation. The following exceptions were noted:

1. Asbestos fibers were on the floor where the material was stored.

2. Safety pallets were not available to move chlorine cylinders.

Slfe. 10 ShiNtbIMM ilCoaMentlaJMy A
Svio. At 09

Ordm M
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COMVENTS;

VXiX.

The following actio'b corrected the noted deficiencies.

a.

The asbestos was sold the day after our audit and removed

from the warehouse.
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