	Business process:
	10. 
consignment sales
	

	SUB-PROCESS:
	10.4
Sales Accounting
	

	OBJECTIVE
	To account for consignment sales transactions
	

	
	
	
	
	
	
	

	Risks
	Fin Pty
	Ops Pty
	Control objectives
	Considerations
	Suggested procedures
	Ref.



	1. Company raise inaccurate bill/invoice.

Nestlé Company salesman raise inaccurate bill/invoice (pro-forma) manually through a bill book or through the printer attached to the laptop (local solution).


	Med

C,E,A (Sales)
	Med
	Management checks on bills raised manually by Company personnel.

Where Company personnel raise bills manually, management validate the bills based on Consignment Issues entered to SAP.

Management monitor stock discrepancies for Companys.

Management regularly monitor discrepancies between physical stock on Companys and expected stock based on transfers and sales.

SAP invoices derived from the Sales order.

The bills raised in SAP are derived directly from the Consignment Issues entered on SAP.


	
	Establish how the Company personnel will raise the manual bills.  Determine whether adequate checks are in place to ensure that the amount billed is correct.

Determine whether the bills are validated when they are subsequently entered to SAP.  Establish how discrepancies are handled.

So as to ensure that Customer’s invoice amounts are calculated accurately.

Review the copy control for pricing IMG > Sales and Distribution > Billing > Billing Documents > Maintain Copying Control for Billing documents).

Choose Copy Control: Sales Documents to Billing Documents and Delivery Document to Billing Document.  Select the appropriate source/target combination. Select the Item Level Detail. Choose the appropriate item categories.  Check that the Billing Quantity fields are configured correctly.  Key sales document type for Nestlé is KE – Consignment Issue.
Establish what checks management undertake on Company stocks to ensure accuracy and what procedures exist for investigating discrepancies.


	O201a

	2. Fail to bill the customer for Company sales.

Company salesman fails to bill the customer or does not pass transactions to Customer Service accounts enter to SAP or Customer Services fail to enter the bill.

The Consignment Issue is entered but the bill is not raised and sent to the customer.


	Med

C,E (Sales)
	High
	Completeness checks on manual billing documents.

Management carry out completeness checks on manual billing documents.

Bills are automatically generated from Consignment Issues.

SAP is configured to generate the bill directly from the Consignment Issue entered to SAP.

Monitor Consignment Issues due for billing in SAP.

Management review SAP for confirmed issues that have yet to be invoiced and follow-up late billing.


	
	Establish whether Nestlé uses pre-numbered invoices for manual invoicing of customers.

If so, determine whether there are adequate completeness checks on the collation and processing of the manual invoices.

Review the configuration for Consignment Issues – document type KE.  Determine whether the billing document type has been specified and whether bill generation automated from the Issue.

Determine whether management are regularly reviewing sales documents due for billing.  Transaction VF04 – Process Billing Due List allows management to list and select sales for billing.

Discuss with management how they monitor all Consignment Sales invoices on SAP that are blocked for issue and take steps to release the invoices.  Report RVKRED02 can be used to review all SD Documents that are blocked, RVAUFSPE can be used to review and release sales documents to billing.


	O202a



	3. Inaccurate invoices for Third Party Companys and Consignment Stores 

Invoices raised on Consignment Company and Store customers are inaccurate due to inaccurate submissions from the customer or incorrect entry to SAP.


	Med

A (Sales)
	High
	Management monitor stock discrepancies for Consignment Companys and Stores.

Management regularly monitor for discrepancies between stock balances reported by Consignment Companys and Stores and the expected stock based on transfers and sales.

SAP invoices derived from the Sales order.

The bills raised in SAP are derived directly from the Consignment Issues entered on SAP.


	
	So as to ensure that Customer’s invoice amounts are calculated accurately.

Review the copy control for pricing IMG > Sales and Distribution > Billing > Billing Documents > Maintain Copying Control for Billing documents).

Choose Copy Control: Sales Documents to Billing Documents and Delivery Document to Billing Document.  Select the appropriate source/target combination. Select the Item Level Detail. Choose the appropriate item categories.  Check that the Billing Quantity fields are configured correctly.  Key sales document type for Nestlé is KE01 – Consignment Issue.
Establish what checks management undertake on the statements from Consignment customers to ensure accuracy of sales and stock balances. Also determine what procedures exist for investigating discrepancies.

Establish whether audits are undertaken of Consignment stock holdings.

Establish whether management check Consignment Issues on SAP to the source documentation from the customer.


	O203a

	4. Failure to bill customers with Consignment companys or stores.

Invoices are not raised on Consignment Company and Store customers due to the customer failing to provide submissions or Nestlé failing to enter to SAP.


	Low
	Med
	Random and regular checks should be made to ensure that the breakdown of sales and stock are accurate.

This could be undertaken in the form of an audit, undertaken by Nestlé staff.
	
	Establish whether audits are undertaken.

Discuss with management whether there have historically been issues with receiving inaccurate data from Third Party Companys and Consignment Stores.
	O204a

	5. Customer credits are inaccurate or inappropriate.

The accounting transactions for Consignment sales are not posted to the correct accounts.


	Med

C,E,A (Sales)
	Med
	The ability to process Consignment Returns is restricted to authorised personnel.

Only authorised personnel can process Consignment returns on SAP.

Credit memos are generated automatically.

SAP is configured to generate credit memos automatically from valid Consignment Returns.

Management review of returns credited to customer.
Management review all returns that have resulted in a credit memo.


	
	Establish which roles and users can process Consignment Returns.  Review access to transactions:

· VA01 – Create Sales Order;

· VA02 – Change Sales Order.

Review access based on Authorisation Object V_VBAK_ATT, which allows access to be restricted by document type (KR and KR01).

Check that for consignment returns (document type KR and KR01) the bill type has been defined in SAP.  Review relecompanyt returns types in IMG > Sales and Distribution > Sales > Sales Documents > Sales Document Header > Sales Document Type.  Check that the field Billing Type has been populated with a relecompanyt value.

Establish whether anyone is responsible for monitoring the consignment returns processed.  Transaction VA05 can be used to list sales orders (including consignment returns by using Further Selections).


	O205a

	6. Inappropriate accounting for Consignment Sales.

The accounting transactions for Consignment sales are not posted to the correct accounts.


	Med

C,E,A (Sales)
	Med
	Account determination is configured correctly within SAP.

The account determination for consignment related transactions has been configured correctly in SAP.


	
	In IMG > Sales and Distribution > Billing > Billing documents > Define billing types determine the account determination procedures assigned to each billing type that is used for Consignment sales.
Review Account Determination in IMG > Sales and distribution > Basic functions 
> Account assignment/ Costing > Revenue Account Determination > Define and assign account determination procedure.  Establish which access sequences are included in the procedure

Review the access sequences and establish if the account assignments are correct in Assign G/L accounts.

	O206a
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