INTERNAL AUDIT DEPARTMENT

CATALOG CIRCULATION AUDIT PROGRAM
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I. GENERAL

A. Understanding

1. Document an understanding of the system flow 



(e.g., flowchart, narrative, etc.) of the company’s


Catalog Circulation process. Identify strengths 


and weaknesses for controls in place and develop 


testing for those controls in place 

________
________

B. Planning

1. Develop the audit plan and budget which has been

reviewed/approved by the Director of Internal


Audit.

________
________

2. Prepare a comparison of actual time spent versus 

budget (i.e. by task) and explain any significant


variance.

________
________

C. Training

1. Verify that individuals in the marketing department are

properly and consistently trained on the process and


systems utilized.

________
________

II.
ORGANIZATION/POLICY

D. Organization

1. Obtain the following from Human Resources:

a. Organizational chart (most current);


________
________

b. Job descriptions;





________
________
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III. CATALOG CIRCULATION FUNCTION

A. Master File

Objective:Ensure that the common marketing system produces accurate and timely reports

:Ensure that associate access to and distribution of catalog customer file information is controlled.

:Ensure that accurate corrections are made to the customer file

:Ensure that accurate sharing of customer information occurs between the mainframe and Experian

:Ensure that the selection process for house file names is adequately controlled

1. Determine if access to customer file is restricted to only the

Necessary associates.

Determine the controls in place to make/add changes to customer

files. Are all changes approved by a manager? Does the system

generate an add/change report by user that can be reviewed by

management without access to the system? 


________
________

2. In cases where a customer requests non disclosure of their

name and address distributed to other companies, for a sample

of 20 individuals, ensure that their information is excluded from

lists sold to third parties.




________
________

3. Determine if potential new customer are reviewed

(system vs. manual) for existence in current database prior

to creating a new customer file.  Determine the controls to 

maintain integrity and accuracy of the database.          
________
________

4. Select 4 customers that have changed their “mail status.”

Ensure that files are updated accordingly.  Determine

timing of process and test “emergency” procedures also.

5. Review “Commercial Letter” process for completeness,

accuracy and reasonableness.
 Ensure for a sample of 5 

requests, that the information (address, name etc) was 

accurately transmitted from Lynchburg to Commercial 

Letter.  Also ensure that the request was processed timely.

Test the efficiency of their deduplication process.

________
________

6. Address changes should be captured in a timely manner

to ensure accurate distribution of catalogs.  (NDC matches

mail files against Post Office for the most recent addresses.
________
________

7. Select 9 customer orders and perform a walk-through

of these transactions.  Ensure customer file (Experian)

is updated accordingly. The customer database should be

updated timely to ensure that the most recent customers

and information are captured prior to mailing.

________
________

8. Perform a walk-through of daily sales to marketing 

excel (DSS) spreadsheet for completeness and accuracy.
________
________

9. Determine if periodic sampling occurs for recent corrections

Made on IBM.  Does mgmt ensure that the changes have 

Been properly updated on Experian.



________       ________

10. Ensure that file selections (specs) ready to be sent to third party

(Experian) are properly approved by management.

________
________

B. Planning

Objectives:ensure that circulation is planned using a reasonable basis, in a timely manner and properly approved by the appropriate level of management

1. Inquire with the Marketing Dept if prior year’s performance/Profit-

-ability on each book is reviewed as part of the circulation planning

process. Test the document (s) utilized.


__________
__________

2.
Identify any factors that will impact demand for

the planned year and verify that the impact is 

incorporated into the planning process.


________
________

3 Circulation should be adjusted to obtain maximum 

profitability while meeting customer file growth 

objectives. Inquire as to how this is done.


Determine if the company performs customer and catalog

segment profitability analysis on a regular basis.  Review this 

analysis if available.  Perform analytical procedures and

calculate the applicable ratios (e.g., % costs to revenues for

each catalog, listing, etc.).  Evaluate how the results to 

import timely future mailings.



 _________
_________

4. Ensure there is a reasonable basis in determining circulation

Quantities for each segment.




________
________

5. Ensure that total demand is validated at the season level

To the tops-down financial target.



________
________

6. Inquire with the Marketing Dept. if the final plan is

Approved by the appropriate level of management.

________
________

7. Inquire with Marketing the approval process for the addition

And/or elimination of books.




________
________

8. Ensure that the circulation planning process is completed

in accordance with the planning calendar.  Inquire and

examine any applicable documents supporting the timing

of the “hand-off” for the most recent season.


________
________

C. Analytics
Objective:Ensure that adequate analyses are performed after 

Mailing to measure performance and profitability

1. Analyze the top/bottom performing segments/keycodes

For 1 edition (contribution, circulation,  etc.)  For those

Segments determine their subsequent circulation and 

Performance for 2 other editions.



________
_________

2. Select 20 rental lists for one season, evaluate their cost

And performance and review subsequent rental plans for

Those lists.  Ensure that the results of lists used for past

Catalogs are considered for future catalogs.


________
_________

3. Review the coupon/promotional process (i.e., control 

group vs. test group), etc.  Select a promotional test and

ensure that the results have been properly analyzed.

________
________

4.  Determine how a sample size is selected for segment 

 testing.  Evaluate its adequacy.



________
________

5. Actual book performance should be compared to plan by

Segment, and any other recommendations for improvement

Incorporated into future plans.  Examine documentation.
________
________


D. Customer Base

6. Determine the sources and methods of obtaining customer 

names. For one edition, determine the percentage of the total 

customer base each source comprises.


________
________

7. Obtain SOP procedures for the call center operator script.

Obtain the latest customer service summary results and

review follow-up procedures. 



________
________

8. Obtain annual mailing schedule to identify every type of

catalog and segmentation in the process.


________
________

9. Determine if the company maintains a listing of their “key”

customers.  What is the criteria for a “key customer” and are 

there any special promotions given to them (i.e. coupons, gc’s)?

Document the process of accruing for the costs of the estimated

redemption of these promotions.



________
________
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10. Test the integrity of the source codes.  Ensure that source

codes are not used twice.  Evaluate manually assigned

source codes.






________
________

E. Distribution






Objectives:  Ensure mailing and distribution is done in an efficient, cost effective manner.

1. Document the company’s retention policy for inactive 


customers.  Review customer base file for inactive 


customers over 2 years old (last sale on purchase date). 


Ensure that these customers  also do not purchase from 


the internet. Determine the controls in place to remove 


an inactive customer from the distribution.  Ensure 


that a review of this nature is performed on a regular basis.


Determine the integrity of the Marketing department’s


database, i.e., accuracy and completeness of buckets for


significant segmentations.




________
________

2. Select 10 customers from the “12 month Buyer File” and 

ensure that the customer has actually purchased merchandise

within the last 12 months (completeness and accuracy).

Also, select from current orders and ensure that they are

included in the proper 12-month bucket.


________
________

3. Select 20 customers from the “Women’s File” and ensure 

that the individual has purchased women’s merchandise in 

the past.  Also select 20 customers from the “Base” book 

and determine if they should be included on the “Women’s 

file” based on their past sales history. Determine if the 

“women’s” file is complete and accurate.


________
________
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4. From the “Prospect” file, select 20 customers and ensure

that the catalog is being distributed to new customers and

inactive customers. Ensure that these customers are not 

included on the “Base” catalog distribution. (MAY BE 

PART  OF DEDUPLICATION AUDIT) 

(completeness and accuracy).




________
 ________

Review controls to determine how the company 

confirms that the vendors are applying the correct 

customer files to the correct catalogs and if the right 

customers are receiving the correct catalogs.  Verify

customers received books on the in-home date and in 

good condition by reviewing Hauser reports.


________
________

5. Select a sample of customers and verify the integrity of 


the mailing address file (name, address, etc.).  Verify


information is sent to printer with sufficient time to meet


the in-home date.  In addition, quality of print should be


monitored.






________
 ________

6. Determine if books are mailed in the most cost efficient

Manner.






________
_________

7. The quantity of books actually mailed should be reconciled

To the planned quantity.hhhh

8. Review “specs” for recent significant mailings for 

accuracy, completeness and reasonableness.  Verify

proper management approvals.



________
________

F. KPI’s

1. Identify and list any key performance indicators being 

utilized by the Marketing Department to monitor the 

performance of the catalog circulation process. 

________
________

2. Perform analytical procedures for expenses in the Catalog

Circulation process and identify and document significant/

unusual fluctuations.





________
________
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G. Other

11. Obtain all contracts with 3rd party vendors (e.g., Experian,

Commercial Letter, brokers, etc.) and review the formal

vendor justification process.  Review the costs of each

vendor.






________
________

12. Review the postal qualification process, including the

invoice verification process, cash payment and proper

accounting of postage and freight expenses.


________
________

13. Review estimates provided to Print Production from 

Marketing (over/short) for weaknesses and actual

performance.






________
________

6 Ensure that the Employee file is current and accurate

Select 20 active employees and ensure they are 

Included in the file.  Select 20 terminated employees

And ensure they are NOT included.



_________
________

7.
Review the usage and allocation of Dummy Source codes   __________
_________

COMPLETION

1. Ensure that all workpapers have been signed off and

properly reviewed. 





_________
_________

2.
Complete the “Audit Completion Checklist.”

_________
_________

3.
Create a binder index for the workpapers.


_________
_________

8
Catalog Circulation  Audit Program

