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a) i), ii), iii)
	Control deficiency
	Control recommendation
	Test of control

	1. New customers’ creditworthiness is assessed by a salesperson who sets the credit limit, which is authorised by the sales director. Sales staff may suggest that new customers are creditworthy simply to meet their sales targets. This could result in sales being made to poor credit risks.
	1. New customers should complete a credit application which should be checked through a credit agency with a credit limit set. Once authorised by a senior finance personnel the limit should be entered into the system by a credit controller.
	1. Review a sample of new customer files to ensure satisfactory credit references have been obtained & authorisation by the sales director.

Review the log of standing data amendments to credit limits to identify whether credit limits were changed by the credit controller.

Input dummy data with changes to credit limits which should be rejected by the computer.

	2. Sales staff have discretion to grant sales discounts to customers of up to 10%. There is a risk that sales staff may give a discount in excess of 10%.
	2. All discounts  granted to customers should be authorised  by a responsible official, such as the sales director/sales manager.
	2. Review a sample of sales orders for authorisation of sales discounts by the sales manager.

	3. Sales staff can make changes to the customer master data file, to record discounts allowed and these changes are not reviewed.

Sales staff are not senior enough to be given access to changing master file data as this could increase the risk of fraud.
	3. Sales staff should not be able to access the master data file to make amendments. Any such amendments to master file data should be restricted so that only supervisors and above can make changes. An exception report of changes made should be generated and reviewed by a responsible official.
	3. Review a sample of exception reports of changes made to the sales master data file for evidence that it has been reviewed by a responsible official.

Attempt to process an order with a sales discount for a customer not normally entitled to discounts to assess the application controls.

	4. Customer orders are recorded on a two-part pre-printed form, one copy is left with the customer and one with the sales person.

The sales department of Smart Ltd does not hold these orders centrally and hence would not be able to monitor if orders are being fulfilled on a timely basis. This could result in a loss of revenue and customer goodwill.
	4. The order form should be amended to be at least four-part. The third part of the order should be sent to the warehouse department and the fourth part sent to the finance department.

The copy the sales person has should be stored centrally in the sales department. 

Upon despatch, the goods despatch note should be matched to the order.
	4. For a sample of sales orders ensure there is a related goods despatch note and sales invoice.

	5. Customer orders are given a number based on the sales person’s own identification (ID) number. These numbers are not sequential.

Without sequential numbers, it is difficult for Smart Ltd to identify missing orders.
	5. On a regular basis, a sequence check of orders should be undertaken to identify any missing orders.
	5. Review and test entity’s procedure for accounting for numerical sequences of sales orders.

	6. The sales person emails the warehouse despatch team with the customer ID and the sales order details, rather than a copy of the sales order itself, and a pick list is generated from this.

There is duplication of effort and a risk that incorrect details may be recorded by the sales person and this could result in incorrect orders being despatched.
	6. The third part of the sales order as mentioned previously should be forwarded directly to the warehouse department. The pick list should be generated from the original order form and the warehouse team should check correct quantities and product descriptions are being despatched.
	6. For a sample of GDN ensure each has been matched to a related sales order.

	7. The finance department raises sales invoice based on the pick list and not on the goods despatch notes. The risk is that sales invoices can be raised for goods which has not been despatched.
	7. Upon receipt of the GDN, once matched to the fourth part of the sales order form, a clerk should raise the sales invoices in a timely manner, confirming all details to the GDN and order.
	7. For a sample of GRN’s/ ensure that each have been matched to a related sales order & sales invoice.

	8. High value inventory is stored in a secure location across all nine warehouses and access is via a four-digit code, which is common to all sites.

As the code is the same across all sites, this significantly increases the risk of fraud. A considerable number of people will be aware of the codes and could access inventory at any of the nine sites.
	8. The access codes for all the sites should be changed. Each site should have a unique code, known to a small number of senior warehouse employees. These codes should be changed on a regular basis.
	8. [bookmark: _Hlk516764543]Review and test entity’s procedures for changing access codes to secure locations.

Confirm the number of people who have access to the code.



