In the Sales processes there are risks, but if a company implements certain internal controls this risk can be minimized. The following are risks a companies faces and what controls they can use to minimize these risks:



	Control
	Minimizes the Related Risk of:

	Authorization:
	

	Approval of sales order prior to shipment, including establishing sales prices, payment terms, and credit limits
	Invalid customers, over‐extended customers, unapproved pricing, or incorrect amounts

	Approval of shipment to proper customer
	Fictitious customers or wrong customers

	Segregation of Duties:
	

	Separation of responsibility for authorization of new customers from custody of inventory
	Fictitious customers

	Separation of custody of inventory from accounts receivable record keeping
	Invalid sales or omitted transactions

	Separation of duties related to order entry, credit approval, shipping, billing, information systems, and general accounting
	Invalid transactions, incorrect amounts or accounts, or omitted transactions

	Records and Documents:
	

	Preparation of packing lists and shipping records on prenumbered forms
	Omitted transactions

	Preparation of shipping log and packing list only when products have actually been shipped
	Invalid transactions, omitted transactions, or timing issues

	Initiation of the billing function and updating of the sales journal, inventory records, and customer accounts receivable records only when products have actually been shipped
	Invalid transactions, omitted transactions, or timing issues

	Preparation of customer account statements
	Wrong customers or incorrect amounts

	Matching of key information on related documents (customers, dates, inventory quantities and descriptions, prices, and account codes) prior to shipment
	Invalid transactions, incorrect amounts or accounts, timing issues, or duplicate transactions

	Security:
	

	Physical controls in inventory and shipping areas
	Invalid sales or omitted transactions

	IT controls over computer records and physical controls in records storage areas
	Invalid sales, omitted transactions, incorrect amounts or accounts, timing issues, accumulation issues, or duplicate transactions

	Independent Checks and Reconciliations:
	

	Comparison of shipping records with sales journal and invoices
	Omitted transactions, incorrect amounts, wrong customers, or timing issues

	Verification of recorded descriptions, dates, quantities, authorized prices, and mathematical accuracy
	Incorrect amounts or timing issues

	Mathematical verification of sales journal and comparison to accounts receivable subsidiary ledger and general ledger posting
	Problems with the accumulation of transactions and transfer to the general ledger and financial statements

	Review of accounts receivable records and comparison with sales invoices
	Invalid customers, wrong customers, omitted transactions, incorrect amounts, timing issues, or problems with the accumulation of transactions
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Risk within the cash collect process and internal controls to prevent these are as follows:

	Control
	Minimizes the Related Risk of:

	Authorization:
	

	Designated person opens/closes bank accounts
	Invalid bank account or omitted transactions

	Approval of cash receipt prior to bank deposit
	Invalid bank account or incorrect amounts

	Segregation of Duties:
	

	Separation of custody of cash from the responsibility for reconciling the bank accounts
	Invalid cash receipts, incorrect amounts, omitted transactions

	Separation of custody of cash from accounts receivable record keeping
	Invalid cash receipts or omitted transactions

	Separation of duties related to cash receipts journal preparation, credit approval, inventory handling, information systems, and general accounting
	Invalid transactions, incorrect amounts or accounts, or omitted transactions

	Records and Documents:
	

	Preparation of deposit slips on prenumbered forms
	Omitted transactions

	Preparation of cash receipts journal and accounts receivable records only when cash has actually been received
	Invalid transactions, omitted transactions, or timing issues

	Preparation of customer account statements
	Wrong customers or incorrect amounts

	Matching of key information on related documents (customers, dates, prices, and account codes) prior to reducing customer accounts
	Invalid transactions, wrong customer, incorrect amounts or accounts, timing issues, or duplicate transactions

	Security:
	

	Physical controls in areas where cash is received
	Lost or stolen cash receipts, invalid receipts, or omitted transactions

	IT controls over computer records and physical controls in records storage areas
	Invalid receipts, omitted transactions, incorrect amounts or accounts, timing issues, accumulation issues, or duplicate transactions

	Cash receipts deposited in bank on a daily basis
	Lost or stolen cash receipts

	Independent Checks and Reconciliations:
	

	Cash counts and comparison of daily deposit with cash receipts journal
	Invalid receipts, lost or stolen cash, omitted transactions, incorrect amounts or accounts, or timing issues

	Preparation of bank reconciliation
	Invalid receipts, omitted transactions, incorrect amounts or accounts, timing issues, or lost or stolen cash

	Matching of remittance advice with cash receipts journal
	Invalid receipts, omitted transactions, incorrect amounts, timing issues, or lost or stolen cash

	Mathematical verification of cash receipts journal and comparison with accounts receivable subsidiary ledger and general ledger posting
	Problems with the accumulation of transactions and transfer to the general ledger and financial statements
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