Background:
Your firm has recently been appointed the auditor of Circe Limited. The company is a wholesaler of food, tobacco and alcohol to a range of customers including large retailers, independent retail chains and smaller individual stores. The company operates a centralised customer services department and multi-site warehouses located regionally from which customer orders are distributed.

Sales system:
As part of the planning process, you have been reviewing the company's sales system and you have identified the following procedures in place:

1) The company has a number of sales representatives who are responsible for generating sales and for taking on new customers. The sales representatives are paid a commission based on the sales they generate. The commission is paid once the sales invoice is issued.
2) The company has credit limits it operates for customers. These credit limits are set by the sales representatives.
3) Sales orders are generated by customers following sales representative visits, and are received by a variety of methods - by post, over the phone and electronically via the company's website. Sales orders received electronically are updated automatically onto the system. Sales orders received by post are manually entered onto the system by customer services staff. Sales orders received by phone are initially recorded on a pre-printed note pad by customer services staff and the information is then input to the system following the telephone call.
4) If a customer order will take a customer over its credit limit, the order is put on hold while the appropriate sales representative is notified. In most cases the sales representative approves an increase in the customer's credit limit.
5) Each day the system allocates orders to the respective warehouse for picking and despatch that day. It produces picking sheets including the customer order reference for use by warehouse staff.
6) Orders are picked and packaged in the warehouse for despatch to customers.
7) Unnumbered despatch notes are raised by warehouse staff and attached to the picking sheets. A copy of the despatch note is forwarded to the Accounts department. 
8) The Accounts department members of staff enter the details from the despatch note into the system. Sequentially-numbered sales invoices are generated by the system using customer details and product price details held on the system.
9) Certain customers are entitled to trade discounts, which are held as part of customers' details and automatically applied in raising sales invoices. Accounts staff have access to customer details and can update customer discounts, when required.
10) An unmatched sales order report is run periodically. This is not currently subject to review.
11) Circe Ltd receives frequent requests from retailers to return stock which is excess to requirements. Sales representatives approve such requests where appropriate. Accounts staff raise credit notes based on the approval of sales representatives, but there is no check to establish whether the stock is being returned.



Required:

(a) Identify and explain TWO assertions relevant to the audit of the Sales system

(b) Using the information provided:
(i) identify SIX weaknesses in the Sales system of Circe Limited. 
(ii) for each weakness identify the implication of the weakness and,
(iii) make a recommendation as to how the weakness could be remedied.
[bookmark: _GoBack]
