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�PRIVATE ��Control Objective(s):     (a)  To ensure that after sales support and warranty arrangements are defined, documented and authorised for all products;  (b)  To ensure that customers are accurately advised of the conditions of the organisation's warranty arrangements;  (c)  To ensure that liabilities for warranties are accurately recorded and maintained as the basis for validating requests and claims;  (d)  To ensure that customers are provided with an adequate timely, and cost effective after sales warranty service;  (e)  To ensure that all warranty requests are valid and eligible;  (f)  To ensure that authorised charges are applied for after sales service and support outwith the warranty period;  (g)  To ensure that all the costs associated with the provision of warranty services are identified, accounted for, and monitored;  (h)  To ensure that all warranty requests, claims and action taken are accurately recorded;  (i)  To ensure that the underlying causes of warranty problems are identified, monitored, and reported to the affected function (i.e. design, quality control, production, etc.);  (j)  To ensure that adequate and appropriate resources are provided to support the required service levels;  (k)  To ensure that problems caused by external factors (i.e. the supply of sub-standard components) are identified and appropriately followed-up with suppliers and contractors;  (l)  To ensure that all consumer and warranty legislation and regulations are fully complied with;  (m)  To ensure that the establishment of extended warranty schemes is adequately assessed, justified, authorised and appropriately implemented;  (n)  To ensure that the charges made for out of warranty and extended warranty work are adequate to cover the costs;  and (o)  To ensure that ongoing product development and research contributes to increasingly reliable and quality products in order to either further reduce or contain after sales and warranty liabilities.  �
�
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�PRIVATE ��1�
Key Issues�
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1.1�
Are all after sales support and warranty arrangements authorised, documented and adequately communicated to eligible customers?�
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1.2�
How can management be assured that the existing warranty arrangements fully comply with all the prevailing consumer and general legislation and regulations?�
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1.3�
How do the organisation's warranty and after sales conditions compare with both those applicable within the sector/industry and those offered by competitors?�
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1.4�
How can management be certain that all warranty requests, claims and enquiries relate to valid customers with products still within the applicable warranty period?�
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1.5�
What mechanisms prevent the servicing and follow-up of products that fall outwith either the warranty arrangements or period of eligibility?�
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1.6�
Are all warranty requests/claims accurately recorded, accounted for, and confirmed as satisfactorily addressed?�
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1.7�
How can management be assured that the appropriate charges for work outwith the warranty arrangements  are applied and fully paid by the relevant customers?�
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1.8�
What mechanisms ensure that the charges made for out of warranty work are sufficient to cover the actual  costs?�
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1.9�
Are steps taken to accurately identify, account for and monitor all the costs associated with the provision of warranty and after sales support?�
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1.10�
Has management taken effective action to identify the underlying causes of service problems as the means of taking remedial action (i.e. with suppliers, contractors or internal departments)?�
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1.11�
Where applicable, is the establishment of extended warranty schemes subject to adequate assessment, justification, and authorisation (and are such schemes adequately monitored for effectiveness and profit contribution)?�
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Detailed Issues�
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2.1�
What mechanisms would prevent or detect the operation of an unauthorised or illegal warranty scheme?�
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2.2�
How can management be assured that the established warranty policy is complied with?�
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2.3�
Have adequate steps been taken to record all the relevant sales as a basis for validating warranty claims?�



�
�
�
�
�
�
�
2.4�
How can management be assured that all warranty and service requests are promptly and effectively dealt with?�
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2.5�
Are warranty and servicing performance statistics circulated to management for monitoring purposes, and would shortfalls, delays, and problems be detected and resolved?�
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2.6�
What prevents servicing work being conducted outwith the warranty period where no charge is made to the customer?�
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2.7�
How can management be assured that service personnel are only engaged on official workloads?�
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2.8�
Would management be alerted to unpaid charges for servicing work?�
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2.9�
Does management regularly monitor the costs associated with warranty activities and take action to either reduce costs or improve efficiencies?�
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2.10�
Are warranty and after sales support resources subject to ongoing monitoring by management, and what is the evidence that corrective action is being taken when necessary?�
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2.11�
How is the accuracy of data input from other systems (i.e. sales order and customer data) confirmed?�
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2.12�
How is the accuracy of data output to other systems (i.e. accounts receivable for recovering servicing costs from customers) confirmed?�
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	SYSTEM INTERFACES FOR WARRANTY ARRANGEMENTS





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�
�
Legal Department�
0106�
Ö�
�
�
Spare Parts & Supply�
0803�
Ö�
Ö�
�
Quality Management�
0107�
Ö�
Ö�
�
Product Development (R & D)�
0901�
Ö�
Ö�
�
Industry Regulation & Compliance�
0113�
Ö�
�
�
Legal & Regulatory Issues�
0905�
Ö�
Ö�
�
Accounts Payable (i.e. compensation)�
0203�
�
Ö�
�
�
�
�
�
�
Accounts Receivable�
0204�
�
Ö�
�
�
�
�
�
�
Product / Project Costing�
0212�
Ö�
Ö�
�
�
�
�
�
�
Quality Control�
0605�
Ö�
Ö�
�
�
�
�
�
�
Product Development�
0701�
Ö�
Ö�
�
�
�
�
�
�
Maintenance & Servicing�
0802�
�
Ö�
�
�
�
�
�
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�PRIVATE ��Seq.�
Risk/Control Issue�
Current Control/Measure�
WP


Ref.�
Effective


Yes / No�
Compliance


Testing�
Substantive


Testing�
Weakness


to Report�
�
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With Permission from The Operational Auditing Handbook: Auditing Business Processes by Andrew Chambers, Graham Rand
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