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	PRIVATE 
Control Objective(s):     (a)  To ensure that the use of  distributors offers the organisation either competitive or strategic advantage;  (b)  To ensure that  customers needs are best served by a distribution arrangement;  (c)  To ensure that external distributers are appropriately qualified, suitably resourced, financially stable and provide a cost effective and efficient service;  (d)  To ensure that engagement of external distributors is subject to adequate assessment, justification and authorisation;  (e) To ensure that all arrangements with external distributors are the subject of a suitable and enforceable legal agreement;   (f)  To ensure that responsibility for advertising and promotion of company products is clearly defined and that appropriate budgets are authorised and  established;  (g) To ensure that territories and geographic operational areas are clearly defined so that there is no conflict with either other distributors or company direct selling operations;  (h)  To ensure that customer enquiries and orders are routed accordingly and that the distributor is responsible for accurately fulfilling the order;   (i)  To ensure that all aspects of distributor performance are monitored and reacted to when necessary;  (j)  To ensure that all payments to external distributors (i.e. fees or commissions) are valid and authorised;  (k)  To ensure that external distributors have sufficient, suitable and secure storage facilities, and are adequately insured;  (l)  To ensure that external distributors are capable of installing and appropriately configuring company products when applicable;  (m)  To ensure that stocks of company products held by distributors are fully accounted for, verified and correctly invoiced;  (n) To ensure that distributors are not subject to conflicts of interest with either their own or a competitor's product;   (o)  To ensure that any settlements due from the distributor are correctly accounted for;  (p)  To ensure, where necessary, that distributors are proficient in the maintenance and after sales servicing of company products;  (q)  To ensure that all the relevant legislation and regulations are fully complied with;  and (r)  To ensure that distributors project a positive image of the company. 
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1
	Key Issues
	
	
	
	
	
	

	1.1
	In the determination of the agreed sales policy, have the benefits of indirect versus direct sales organisations been fully assessed?
	
	
	
	
	
	

	1.2
	Has management determined either the competitive or strategic advantages of entering into a distributed sales arrangement?  i.e.:-

-
access to new or overseas markets;

-
greater market penetration;

-
benefiting from an established infrastructure, etc.?
	
	
	
	
	
	

	1.3
	How does management assess the proficiency of potential and current distributors, and how can they be assured that the end customer is receiving a suitable and high quality service?
	
	
	
	
	
	

	1.4
	What measures are in place to assess the financial stability and suitability of distributors?
	
	
	
	
	
	

	1.5
	Are all distribution arrangements adequately assessed, authorised and subject to a suitable legal agreement?
	
	
	
	
	
	

	1.6
	Are geographic distribution areas clearly established, and how does management ensure that there are no conflicts with either existing distributors or direct sales activities?
	
	
	
	
	
	

	1.7
	What mechanisms prevent  an association with a distributor involved in marketing similar products (i.e. either his own or from a competitor)?
	
	
	
	
	
	

	1.8
	How does management ensure that responsibilities for related costs (i.e. advertising, promotion, staff training, etc.) are clearly defined, and authorised where necessary?
	
	
	
	
	
	

	1.9
	How does management monitor the performance of distributors, and what action is taken with those performing below expectations?
	
	
	
	
	
	

	1.10
	Have the prices for the organisation's products been agreed, authorised and defined in writing, and what measures ensure that accounts are accurately produced?
	
	
	
	
	
	

	1.11
	What steps are taken to ensure that invoices for goods supplied to distributors are promptly and fully paid on time?
	
	
	
	
	
	

	1.12
	When appropriate, are any fees or commissions due to distributors accurately calculated and authorised?
	
	
	
	
	
	

	1.13
	How can management be assured that the distributor (and his staff) are sufficiently skilled to promote, install and maintain the organisation's products (and how are shortcomings identified and addressed)?
	
	
	
	
	
	

	1.14
	Does management confirm that the distributors storage facilities are adequate and secure, and that all company goods held are adequately protected and covered by the distributors insurance?
	
	
	
	
	
	

	1.15
	How does management ensure that all the relevant prevailing legislation and regulations are fully complied with (and has specific responsibility or liability been clearly allocated)?
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	2
	Detailed Issues
	
	
	
	
	
	

	2.1
	Are all alternative sales approaches (including the use of distributors) subject to full assessment?
	
	
	
	
	
	

	2.2
	How does management justify the use of distributor arrangements?
	
	
	
	
	
	

	2.3
	Are distributors used solely for selling-on company products, or are they also involved in any of the following variations:-

-
Adding value through modification or incorporation;

-
Providing full training and support to end customers;

-
Installing and maintaining products, etc.
	
	
	
	
	
	

	2.4
	Are the costs of establishing new or overseas markets using direct selling techniques compared to the use of distributors?
	
	
	
	
	
	

	2.5
	How does management accurately assess the technical ability, resources, staff proficiency and facilities of distributors?
	
	
	
	
	
	

	2.6
	What mechanisms prevent an arrangement being made with an unsuitable, financially unstable, poorly resourced or technically deficient distributor?
	
	
	
	
	
	

	2.7
	Are all distributor arrangements subject to suitable authority, and how is this evidenced?
	
	
	
	
	
	

	2.8
	Are all initial distributor arrangements subject to a satisfactory probationary period?
	
	
	
	
	
	

	2.9
	Does management have the right of access to the distributor's records?
	
	
	
	
	
	

	2.10
	How does management decide the nature of distribution arrangements to establish (i.e. "exclusive" or "sole"), and how is conflict with any direct sales activity avoided?
	
	
	
	
	
	

	2.11
	Who is responsible for funding local advertising and product promotion (if this is the organisation, how can management be assured that budget limits are adhered to and the expenditure is valid and represents value for money)?
	
	
	
	
	
	

	2.12
	Is the organisation responsible for training the distributor's staff in respect of company products (and is there a financial limit applied and enforced on such expenditure)?
	
	
	
	
	
	

	2.13
	How are agreed performance criteria established and monitored (and would management be promptly made aware of shortcomings, etc.)?
	
	
	
	
	
	

	2.14
	What measures are in place to prevent incorrect prices and terms being invoiced to the distributors?
	
	
	
	
	
	

	2.15
	Are all supplies forwarded to distributors fully accounted for, regularly verified and securely held?
	
	
	
	
	
	

	2.16
	Are claims lodged for company products stolen or damaged whilst in the distributors care?
	
	
	
	
	
	

	2.17
	How can management be assured that all relevant customer enquiries and orders are routed to the correct distributor?
	
	
	
	
	
	

	2.18
	How can management be assured that any fees or commissions due to distributors are valid and accurately calculated and paid?
	
	
	
	
	
	

	2.19
	Does management periodically review all the costs associated with maintaining the distribution network as a means of justifying the approach in comparison to other techniques?
	
	
	
	
	
	

	2.20
	How can management be assured that all the regulatory requirements of export sales and movements of stocks to overseas distributors are fully complied with?
	
	
	
	
	
	

	2.21
	Whenever applicable, is the distributor authorised to use company trade marks in the promotion and advertising of products, and how can management be certain that such marks are properly used for the agreed purposes?
	
	
	
	
	
	

	2.22
	How is the accuracy of data input from other systems (i.e. pricing policy or product development) confirmed?
	
	
	
	
	
	

	2.23
	How is the accuracy of data output to other systems (order processing or after sales support) confirmed?
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SYSTEM INTERFACES FOR DISTRIBUTORS (SALES)
It is unlikely that any activity or system will operate in complete isolation, but will need to interact with other data and systems in order to be fully effective.   At a simple level, such interaction could relate to the input of data from a source system and the generation of amended or enhanced data which can be output to the next process.   For example, taking coded transactions from an accounts payable system into the general ledger as the basis for subsequently producing management accounts information.

It is often at the point of interaction between systems where controls are critical.  Auditors should be satisfied that the data moving between systems is consistent, complete and accurate, in order that the subsequent processes are undertaken upon a reliable basis.

The following table aims to plot, for the subject system of this Standard Audit Programme Guide, the potential interfaces with other systems which may require audit attention.  Indicators are provided to differentiate between those interfaces which act as input sources to the subject system and those which are potential output targets.  The "SAPG Ref." column records the reference number of the Programme Guide which addresses the issues for the related system

	PRIVATE 
System
	SAPG Ref.
	Input Source
	Output Target
	
	System
	SAPG Ref.
	Input Source
	Output Target

	Planning
	0104
	
	
	
	Sales Management
	0705
	

	

	Accounts Receivable
	0204
	
	
	
	Sales Performance/Monitoring
	0706
	
	

	Product / Project Accounting
	0212
	
	
	
	Order Processing
	0710
	
	

	Stock Control
	0501
	
	
	
	After Sales Support
	0801-03
	
	

	Warehousing & Storage
	0502
	
	
	
	
	
	
	

	Distribution, Transport & Logistics
	0503
	
	
	
	
	
	
	

	Product Development
	0701
	
	
	
	
	
	
	

	Promotion & Advertising
	0703
	
	
	
	
	
	
	

	Pricing & Discount Policies
	0704
	
	
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